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THE AGENCY MOVEMENT FROM THE COMPANIES’ POINT 
OF VIEW. 


By JOHN H. WASHBURN. 


Combination is the order of the 
day in all business matters, and it 
is not strange that the spirit of 
co-operation should have extended 
among fire insurance agents. In 
times past there have been local 
associations whose object has been 
to maintain rates and the observ- 
ance of good practices in the fields 
under the survey of such associa- 
tions, but within the past few 
years a spirit of association and 
organization on a more extended 
scale has developed throughout the 
country, beginning at first with one 
or two State associations, and the 
movement has now become national. 


In its inception is was unfortu- 
nate, in that its outgivings were of 
hostility to the management of in- 
surance companies, and in a spirit 
of antagonism, implying that agents 
needed protection, as a body, against 
the insurance companies which they 
represent. If such a condition of 
things actually existed, and the in- 
terests of the companies and agents 
were antagonistic, the business of 
fire insurance as conducted through 
local agents would be very near its 
end, for no enterprise can prosper 


when principals and agents are at 
variance. As a house divided 
against itself cannot stand, no more 
can a business conducted in such a 
spirit of antagonism. 

Happily the wiser men among 
the agents have seen the danger of 
such outgivings as were made at 
first, and are disposed not only to 
invite but to cultivate friendly re- 
lations between the companies and 
the agents. Still, the various 
papers emanating from the associa- 
tion evince a disposition to dictate 
to the companies in a way which is 
not becoming, to say the least. 
While it is true that the prosperity 
of the companies depends very 
largely upon the action of their 
agents, it is no less true that the 
insurance of the country cannot be 
carried on by the agents without the 
substantial backing which the com- 
panies alone can furnish. 


It may be that in individual cases 
agents may have some grievances 
of which they have a right to com- 
plain, but whether those can be 
better redressed by a public display 
of hostility to the companies than 
they can be by friendly correspon- 
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dence, admits, at least, of a doubt, 
and it still remains a question 
whether the organization of this 
national association is likely to re- 
sult in more good than evil to the 
companies, the agents, and the 
business of insurance generally. It 
is pretty safe to assume that the 
benefit or evil resulting from such 
organization must be effective in all 
these directions. If the companies 
suffer the agents must suffer, and 
vice versa. 

What good then can be accomp- 
lished by this association ? 

With wise management it would 
seem that many benefits may result. 
It is a good thing to educate public 
opinion in the right direction. Too 
many are disposed to look upon in- 
surance companies as pirates, seek- 
ing only to gather in premiums and 
avoid paying losses so far as may 
be, and they are so treated by many 
of the legislatures. No tax seems 
to be too great and no regulation 
too severe to be imposed upon in- 
surance companies. In some sec- 
tions they are regarded as having 
no rights that anybody is bound to 
respect. Agents can do much, if 
they will, to modify this public 
opinion and to bring about a more 
rational state of feeling in regard to 
insurance companies, without whose 
protection it would be impossible to 
carry on the commerce and manu- 
facturing business of the country. 

As aresult of the improved public 
sentiment thus brought about, such 
an association can do very much to 
improve the character of legislation 
as regards insurance companies. 


While these companies do not ob- 
ject to the closest scrutiny and the 
most thorough examination as to 
their ability to meet their obliga- 
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tions, it seems hardly fair to subject 
them to such inquisitorial, vexa- 
tious persecutions as are imposed 
upon no other class of corporations, 
and agents working together can, if 
they will, do much to relieve the 
companies from these unjust bur- 
dens. 

There is a general feeling through- 
out the country that if property de- 
stroyed by fire is insured, there is 
practically no loss to the community, 
in entire forgetfulness of the fact 
that insurance companies are merely 
distributers of the loss, relieving the 
individual, it is true, but scattering 
the burden among all those who 
pay premiums into their treasuries. 
Agents can, if they will, and especi- 
ally in their associated capacity, do 
very much to educate the public on 
this score. Their association also, 
making them acquainted with one 
another, should tend to inspire con- 
fidence in the good intentions of 
their associates ; thus enabling them 
to act together in relation to rates, 
forms of policies and general prac- 
tice in insurance. 

All these benefits may be easily 
secured by such an association as 
has been organized. The danger is, 
however, that agents coming to- 
gether in an associated capacity 
will have an exaggerated idea of 
their strength and importance, as is 
perhaps the natural tendency of 
such an organization. They are 
liable to forget that they are not the 
managers but the agents of the com- 
panies. An army would make poor 
progress in the field whose general 
officers were commanded by the men 
instead of the men receiving their 
commands from their officers, and 
there seems to be danger that agents 
will put themselves in the position 








of soldiers issuing their commands 
to their general officers. 


One or two examples illustrating 
this danger may suffice. There is 
no doubt that the multiplicity of 
agents in any town or city is an evil, 
but it seems hardly becoming for 
agents to say that because a com- 
pany has more than one agent ina 
town, all the other agents shall re- 
fuse to serve them. It may also be 
allowed that it is an evil for com- 
panies, having agents, to write over 
their heads, and it is a matter which 
an agent may naturally and proper- 
ly take up and argue very forcibly 
with the company subjecting him 
to such treatment, but it is not one 
which interests the agents of other 
companies, and it seems rather out 
of place for an association of agents 
to address companies, demanding 
of them (no matter how courteously) 
a pledge that they will not write 
over their agent’s heads, under the 
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penalty of having their business 
passed off their books, and such 
action is still more unbecoming 
when the same agents are restive 
under any rule prohibiting them 
from trespassing on each others terri- 
tory. 

It is not the purpose of this arti- 
cle to go into detail as to the work- 
ing of such an organization as the 
National Association, but only in a 
general way to point out the possible 
benefits and the probable dangers. 
While there may be, and probably 
will be, some benefits to accrue from 
it, it is a grave question whether 
they will outweigh the dangers and 
evils which may easily be forseen 
as emanating from such an associa- 
tion, and it is exceedingly doubtful 
whether the movement is in the 
right direction. Time will show 
however, and it may be that the re- 
sult will be far better than can be 
now anticipated. 





REBATING FROM THE 


AGENT'S STANDPOINT. 


By S. M. PEARMAN. 


‘‘Rebating From the Agent’s 
Standpoint,’’ is synonymous with 
rebating from any standpoint. Any- 
thing which has a tendency to lesson 
the confidence of the public in the 
institution which the agent repre- 
sents handicaps him in his work. 
Anything in the management of a 
company which tends to increase its 
expense and mortality results in a 
decrease of faith in such an organi- 
zation on the part of the public. I 
feel justified in discussing the word 
‘‘rebate’’ from an insurance stand- 
point, knowing that in so doing I 
shall have discussed it from an 
agent’s standpoint. 

The word ‘‘rebate,’’ in the ab- 


stract, is one of the most innocent, 
and when used in connection with 
almost every other business im- 
presses one as being insipid. It is 
true that it has an honorable paren- 
tage, having been derived from the 
Latin, but inasmuch as most of our 
language has this more than honor- 
able lineage, there is nothing in 
that which will account for the im- 
portant role which it plays in this 
profession of ours. The best defi- 
nition of the word is perhaps con- 
veyed in the phrase, ‘‘to lessen,’’ 
and in this there is nothing which 
suggests its having any special sig- 
nificance. 


But when we come to the word 
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‘‘rebate’’ as applied to insurance, 
we are actually considering the most 
comprehensive word in all insur- 
ance nomenclature. It is a word 
representing a theme which has 
consumed more time in discussion 
than any other, and one which has 
enlisted the best brains of our pro- 
fession for the past generation. 
Nor have developments of recent 
times in any way lessened interest 
in this subject. This word is the 
most luminous star in the insurance 
firmament, and is today focussing 
the minds and riveting the attention 
of the executives of our insurance 
companies and their agents the 
world over. 

Now, there must be a reason for 
all this, and it will not do for any 
man identified with this calling in 
any capacity, to underestimate its 
importance, or regard it as some- 
thing trivial or harmless. Rebating 
is that force which is seriously affect- 
ing the entire business of life insur- 
ance. It is the microbe which is 
insiduously depositing its germs of 
disease and discontent in this, the 
largest and greatest business of 
modern times. Life insurance is, in 
truest literalism, a profession, and 
occupies a plane above everything 
in commercialism, for the base of 
the latter is ‘‘ pelf,’’ while our deal- 
ings are founded on “‘ principle.’’ 
Commercialism aims no higher than 
greed and selfishness and personal 
ambition. In life insurance the in- 
dividual is lost sight of. It stands 
for beneficence ; for a practical and 
wise charity. 

It is not an unfamiliar experience 
for the insurance solicitor to come 
in contact with individuals who ex- 
press a conviction that life insur- 
ance organizations and their great 
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aggregations of capital are a menace 
to our country. Such expressions 
have no foundation in fact. Take 
a single institution like the Equita- 
ble. It has in force nearly 400,000 
policy contracts. Nearly 2,000,00c 
of people are therefore directly and 
financially interested in its welfare. 
Consider the ratio of this 2,000,000 
to the 75,000,000 of people in the 
United States and you have a clear 
conception of how this great com- 
pany permeates the organic body of 
this country. This 2,000,000 of 
people are not localized but are 
dove-tailed into every section of the 
land and invade every walk. The 
institution is really an inseparable 
part of the composite whole, and in 
that phase stands for the nation it- 
self. For anyone to believe that 
the great aggregations of capital 
held by insurance companies are 
dangerous (which sums are merely 
held as reserves to secure the pay- 
ment of the obligations they have 
assumed) is a reflection upon his 
intelligence, and is absolute non- 
sense. For the very thing he be- 
lieves to be a menace is one of the 
great stays of the people. When 
the United States has crumbled into 
ruins and repudiated its bonds and 
contracts; when the great states of 
Illinois, New York or Massachu- 
setts disintegrate and become insol- 
vent, just then may we look for the 
insolvency of the wisely managed 
insurance company, and no sooner. 
For life insurance today as con- 
ducted by legal reserve companies 
is just as truly a component 
part of state or nation as of 
our civilization. When we view 
life insurance from this exalted 
standpoint, anything which de- 
preciates the respect and esteem 





Rebating from the Agents’ Standpoint. 


of the public is a real and serious 
menace. 

The greatest evil in life insurance 
is ‘‘rebate.’’ This was conceded at 
the meeting of the field men at 
Buffalo, and at the anniversary cele- 
bration of the Equitable Life Assur- 
ance Society. At the field men’s 
meeting rebating consumed more 
time, employed more energy, en- 
listed more brains than all other 
subjects of the convention, and 
about the only practical legislation 
of that great and honorable body 
was the passage of a resolution urg- 
ing the companies to ‘‘ consider the 
advisability of reducing the first 
year’s commissions paid upon new 
busiuess, and increasing the renewal 
commissions paid, in order that the 
greatest possible encouragement 
shall be given to the writing of bona 
fide business only, and its mainten- 
ance upon the books of the com- 
panies.”’ 

In passing, let me here pay my 
tribute of respect to a body of field 
workers which could pass a resolu- 
tion like this. The attention of the 
companies should be called to an 
action that conveys so much loyalty, 
and which reveals undeniably that 
anything in life insurance from the 
agent’s standpoint is the same from 
the company’s standpoint. 


Consider how analogous was the 
Equitable’s meeting. About the 
only legislation which was sug- 
gested on behalf of the management 
of the Equitable was the president’s 
announcement of a contemplated 
change in compensation. This ac- 
tion, followed so closely upon the 
action of the National Association, 
that it almost seemed as though the 
Equitable had acted upon the sug- 
gestion of the National Association ; 
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but I personally know that Mr. 
Gage E. Tarbell, the second vice- 
president of the society, has had in 
his mind’s eye for at least two years 
the plan which President Alexander 
announced and which was almost 
identical with the resolutions passed 
by the National Association. Pres- 
ident Alexander asserted that the 
plan had been under consideration 
for months. 

This shows that rebating is a tre- 
mendous evil,—that it is sapping 
the roots of life insurance, and that 
all intelligent men, be they execu- 
tives or field men, recognize the 
evil and sincerely hope for its reduc- 
tion and abatement. 

Were I to attempt to go into de- 
tails in describing the causes that 
lead up to rebating, my subject 
would be inexhaustible. Rebate, 
as defined by Webster, has a specific 
definition, but its definiteness is 
practically confined to that author- 
ity. To us who are employed in 
insurance, it is the most ‘‘ all inclu- 
sive’’ word of our vocabulary. It 
stands for about all the idiosyncra- 
sies that the individual who uses 
the word possesses. In one case it 
stands for the credentials the agent 
possesses as a life underwriter, in 
another it stands for record, in 
another for gain, in another it is the 
bit of logic used by the agent to ac- 
count to his manager for his failure 
to get business and satisfies the in- 
dolent agent of how (?) the indus- 
trious, energetic, competitor is suc- 
cessful. To managers rebate is the 
‘‘hot-air’’ they give their companies 
in accounting for the poor showing 
of their agencies. With some rebate 
stands for jealousy, with more for 
hypocrisy and cunning deceit. The 
“holier than thou’’ sentiment 
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widely existant is the outgrowth of 
rebate. 

It has often been asserted that the 
strife for supremacy among the 
larger companies is a prolific cause 
of rebating. Again itis universally 
claimed that the ‘‘ bonus offers’’ to 
agents for larger volume of business 
leads to much rebating. In fact 
these two causes have been so fre- 
quently asserted, they have come to 
be considered almost axiomatic. I 
dissent from this prevailing opinion. 
Entirely too much blame has been 
given this phase of the business. 
To the victor belongs the spoils. 
The man who sows the seed has an 
inherent right to the harvest. The 
man who discovers the gold mine 
and develops it is entitled to a 
patent to the property. Aggressive 
institutions which are afire with 
energy and the desire for new busi- 
ness, use every method known to 
mental ingenuity to produce results. 
Therefore these enterprising com- 
panies become great seed-sowers, 
they reclaim the desert places of 
earth, they make light the dark 
They are constantly ‘‘dig- 
ging’’ and bring out a myriad, and 
after the soil has been well culti- 
vated the pioneer objects distinctly 
to any form of piracy or hypocrisy 
that will deprive him of the just 
reward for his labor. 


recesses. 


This is a condition which con- 
stantly confronts the agent. Com- 
panies whose conservatism practi- 
cally amounts to petrification stand 
around until the pioneering and 
cultivating has been done, and then 
attempt to reap where they have not 
sown. This forces any live organi- 
zation to seek to check their move. 
This is just as true of enterprising 
agents who toil from early morn 


until midnight, and when their work 
leads them into virgin fields and by 
a process of mental irrigation and 
fertilization they cause to spring up 
something from where nothing was, 
it is quite natural for such an agent 
to resent any encroachments on his 
sacred preserves, and to resist van- 
dalism that would pluck the blos- 
som from his garden. When an 
unrighteous garner appears with a 
scythe, and that is the only argu- 
ment he has that entitles him to the 
possession of the rose, he must ex- 
pect the rightful owner to wield the 
scythe first if that be necessary to 
save the bloom to himself. 

In one case, the pious agent will 
deliver himself of a spasm of virtue 
against the tremendous iniquity of 
rebating, and immediately become 
interested in some work of charity 
or of religion, and while the spirit 
moves him, donates $100 to the pas- 
tor of the church to be employed as 
he sees fit. Suddenly the preacher 
feels the need of insurance and ap- 
plies this donation as part payment 
on a contract of insurance where the 
profits are quite certain to be at least 
$125 to the agent. Of course this 
pious agent would resent very much 
being charged with the crime of re- 
bating. Another agent, known for 
his close fisted business methods in 
the community, as is revealed by 
his large bank account, is constantly 
making wretchedly poor bargains 
with his grocer or his tailor, or in 
any commercial deal where a policy 
of insurance is either fully or partly 
the payment of the agent’s end of 
the transaction. This man, too, 
would resent being classed as a re- 
bater. 

All successful _ life 
agents are enthusiastic. 


insurance 
They be- 
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lieve firmly in the institution they 
represent. It is this conviction 
which gives them the enthusiasm 
requisite for the sale of their con- 
tracts. These successful under- 
writers are always industrious, and 
laying siege to some rich unbeliever, 
finally overcome the prejudices of 
the individual against life insur- 
ance, point out to him its specific 
application to his needs, and show 
him how this is accomplished by a 
certain form of contract issued by 
his, the best company on earth. 
This very worthy agent has con- 
verted the prospect, but the new 
convert naturally desires to look a 
little further, just that he be sure 
that he is making no mistake, and 
learns that life insurance is a busi- 
ness of mathematics revolving 
around ‘“‘ averages’’; he recognizes 
the names of its officers and knows 
them to be men of this earth; he 
becomes superficially acquainted 
with the elementary principles of 
insurance; expense, interest, earn- 
ing power of money, mortality ex- 
perience, etc. ; and so, as the result 
of his investigation, he finds that 
no company has its home office in 
Heaven, and that therefore the 
management of all these institu- 
tions is earthly, not one of them 
being inspired, and so he expresses 
to the various agents who have 
crept into the deal that he feels 
under special obligations to the 
agent who educated him to his be- 
lief in insurance, and who repre- 
sents, so far as he can see, a 
company as good as any, and that, 
in view of these facts, he feels he 
should give the insurance to the 
original agent. 


The competing agent is floored, 
but he has yet one argument up his 
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sleeve, the argument a child ten 
years old could make, the argu- 
ment that is degrading this profes- 
sion of ours. He agrees, possibly 
diplomatically, careful to avoid a 
technical violation of the law, but 
after it is all said and done, he has 
agreed with the ‘‘ prospect’’ ‘‘to 
lessen ’’ the cost, and lo and behold 
‘*to lessen,’’ according to Webster, 
is to ‘‘rebate.’’ The original agent 
learns of the new phase of the 
transaction ; he is loyal to the insti- 
tution which he represents; he 
recognizes that his company has 
been wise and enterprising enough 
to get out a contract that appeals 
forcefully to intelligent men of 
means and specifically to this case 
in point; and is as wisely managed 
and has been as enterprising as any 
of the companies that his ‘‘ pros- 
pect’’ investigated. When he is 
twitted with ‘‘ your company is all 
right, but you are not as enterpris- 
ing as your competitor agent,’’ 
loyalty to the institution the origi- 
nal agent represents seems to dic- 
tate to him that the company which 
has been wise and enterprising 
enough to get up a contract which 
appeals to the convert, should not 
be deprived of business by any lack 
of enterprise on his part, and so it 
results usually in the failure of the 
competitor to win his case. The 
solicitor who began the deal and 
who intended to be decent, in a 
thoughtless (?) moment of pseudo 
interpretation of loyalty to his com- 
pany, writes the application and the 
insurance is preserved to the com- 
pany that by every rule of equity 
was entitled to that insurance. 

It is my profound conviction, 
based upon close observation, that 
successful underwriters, who pro- 
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duce the largest volume of business, 
are really the men who have the 
most exalted ideas of their high 
ealling and who desire in every 
fibre of their being to treat their 
brothers in the profession ethically. 
They become full of their work; 
they dream about it; they think in- 
cessantly of it; they work 15 hours 
a day presenting their convictions 
to others, and as a result are suc- 
cessful. These successful business 
getters never ‘‘set the pace,’’ but 
merely follow the pace set by others. 
Men of this stamp are usually indi- 
viduals of character who abhor 
hypocrisy and technical evasions. 
Men who make a success of the 
business of life insurance are those 
who apply themselves with a single- 
ness of purpose to their own affairs, 
and are so consumed in that, that 
they really do not know or care 
what others are doing. 


There is no practical man in the 
field today who does not concede 
that rebating is a gigantic evil and 
that its correction would be for his 
personal benefit and profit. He 
would welcome relief from its bur- 
den and be willing to do anything 
which would result in its preven- 
tion. Compacts have been entered 
into by companies. Statutory laws 
have been passed by states, ad in- 
finitum. Underwriters’ associations 
have banded men together upon a 
solid platform of anti-rebate. My 
company saysin no vague terms, on 
the first page of every rate book, 
that rebating will not be tolerated 
and that the rebater will be pun- 
ished. A thousand and one ways 
have been tried for the correction of 
the evil, and I don’t believe that I 
exaggerate when I state that in each 
case they have been much more hon- 


ored in the breach than in the ob- 
servance. 

How then is the rebate evil to be 
eradicated? This brings up a ques- 
tion almost as old as insurance, one 
which has baffled the best minds. 
I believe that in five years we shall 
see an end to the great underminer 
of our work. This result will come 
about because there is a fixed de- 
termination at last to stop it. The 
companies realize that they must 
select field men with more care, men 
with higher principles and charac- 
ter. They propose to supplement 
this practically, as in the case of the 
Equitable. That company is in 
earnest and intends to do just what 
it has said. With reduced first 
year’s commissions, it will certainly 
reduce the ability to rebate, and 
therefore force men to get the habit 
‘‘out of their system.’’ 


Again, I believe that the general 
field worker is coming to the knowl- 
edge that he is engaged in a profes- 
sion of practical philanthropy, and 
when our ranks are filled with men 
who realize this, then we shall be 
able to get together and enter into a 
gentlemens’ compact with each other 
and with our companies, and com- 
pacts which will not be violated. 
The education of the great mass of 
agents and the knowledge that the 
business is a profession, will con- 
tinue until all will recognize the 
true ethics of the business and know 
that rebating is an evil which shocks 
the confidence of the insuring public 
and therefore curtails our field of 
operation just to that extent. The 
correction of the evil of rebating 
will come about finally in its com- 
pleteness when the men engaged in 
this profession are _ intelligent 
enough to appreciate, and honest 
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enough to put into execution their 
convictions that rebating from any 
standpoint is unwise, is an act of 
discrimination and’ is unprofitable, 
dishonest and harmful. 

With the men who attended the 
last session of the National Associa- 
tion banded together for the sincere 
purpose of elevating our business to 
that of a profession and eradicating 
the one great evil that disparages it 
in the sight of the public; with the 
innovation the Equitable has made 
in rendering it practically impossi- 
ble to indulge in rebating to any 
great extent, and coupling with this 
the education of the mass of agents 
to better methods, to higher concep- 
tions of the grandeur of their call- 
ing, to a just realization that dis- 
crimination is certain to work 
wrong somewhere, we may then 
expect that the practice of rebating 
will become obsolete. 


However, there is an immediate 
work along practical lines for both 
companies, managers and agents to 
do to hasten the day of the insurance 
millenium. Let each company 
which believes that rebating is an 
evil and desires to stop it make its 
house clean. Then let each man- 
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ager and each agent see to it that 
his house is clean also, and kept so. 
The opinion is too prevalent that 
companies must act in concert, as 
well as field workers, but the way 
to stop rebating is to stopit. The 
Equitable is determined to wipe out 
the practice on the part of its 
agents. Of course it takes a great 
deal of stamina to take this position, 
and will take a world of backbone 
to enforce it. Iam glad that the 
Equitable has taken this position. 
Companies that are sincere will fall 
in line in some way or another. 
The Equitable’s management in the 
state of Illinois and the city of 
Chicago, controlled by me, is sin- 
cere; we have cleaned the house 
and it will be kept clean if every 
other agency and every other man 
in the state of Illinois rebates. It 
is high time for this iniquitous 
practice to cease, and the way to 
begin is to begin. The Equitable, 
as a company, has begun, and I 
wish here to publicly pledge to 
my company and to the insur- 
ance fraternity, that the agency 
which I control is in earnest, 
has cleaned its house, and it will 
be kept so. 


SE Ss 2 
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LIFE INSURANCE. 


The chief event during the past month, 
in fact the most notable of the current 


The Equitable’s Stand year, was the de- 


C aaieie claration made by 
EE the Equitable Life 


Assurance Society at the celebration of its 
fortieth anniversary, in favor of a change 
in the forms of agency compensation. Ac- 
cording to the proposition made by the 
executives of the society, and unanimously 
endorsed by the agents attending the cele- 
bration, present agency contracts for flat 
commissions on first years’ premiums with 
small renewals, will, upon expiration, be 
modified to permit the payment of smaller 
commissions on first years’ premiums and 
larger renewals. 

While the action upon commissions 
taken by the National Association of Life 
Underwriters at Buffalo last month, was of 
great significance, yet it can hardly equal 
in importance the move taken by the 
Equitable Life. In the former instance 
the action was merely recommendatory ; 
in the latter it is positive, direct and effec- 
tive. This action on the part of tue society 
does not appear to have been inspired, 
although it may have been encouraged by 
the resolution adopted at Buffalo. On the 
contrary there are some reasons for believ- 
ing that the introduction of the proposi- 
tion before the National association was 
brought about in some degree by a knowl- 
edge of the Equitable’s proposed action, 
and that the coincidence of these two 
events formed part of a fairly well-defined 
plan to force the commission question to 
the front and secure the adoption of an 
agreement between the companies. 

But whatever the causes leading to this 
action, is is interesting to record that the 
first effective move toward a reform in 
commissions has been taken by one of the 
_great leaders in the business, and that this 
company has shown sufficient courage to 
attack the question single handed without 
waiting for the cooperation of other com- 
panies. 


In outlining the future policy of the 
company in regard to this question, the 
president, Mr. 
James W. Alexan- 
der, stated that the 
gravest evils in life insurance were rebat- 
ing, twisting and the writing of business 
which cannot be renewed at expiration. 
These evils, he contended, were equally 
harmful to the company, agent and policy- 
holder. As to the causes for their ex- 
istence he said : 

‘*There is no denying the fact that they 
are largely the outgrowth of the great 
competition that has been going on in the 
business for many years, which has brought 
about the almost universal custom of com- 
pensating agents by paying them a high 
brokerage and bonus on the first year’s 
premiums, and so long as this system‘ ob- 
tains, there can be little hope of materially 
improving the conditions that exist to- 
day.’’ 

Mr. Alexander stated that the officials of 
the society had always opposed these prac- 
tices and sought to prevent them, but as 
the result of careful consideration had con- 
cluded that ‘‘ nothing less than a material 
change in the manner of employing and 
compensating agents will bring about the 
desired results.’? To that end the society 
had decided ‘‘as fast as existing contracts 
will permit to change the manner of em- 
ploying and compensating their agents, so 
that the agents shall receive smaller com- 
pensation in connection with first year’s 
premiums and larger compensation in con- 
nection with renewal premiums, thereby 
making it for their interest to solicit and 
sell assurance to only such men as will pay 
the first year’s premium in full, and buy 
their policies with a view to carrying them 
through to maturity.” 

‘In this way, and in this way only,’’ said 
Mr. Alexander, ‘‘can the business be im- 
proved as it should.’’ In regard to results 
he said : 

‘We are satisfied that the move is a just 


President Alexander’s 
Statement. 
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one in the interests of all concerned in the 
business, and considering the fact that 
many agents throughout the country have 
already given in their adhesion to this 
principle, we look for a speedy following 
of our example; but it is fitting that the 
Equitable shall be in the lead in this radi- 
cal measure, which, like many others that 
have strengthened and popularized our 
business, have found their origin in this 
office. While we desire new business, we 
do not wish a single new policy placed up- 
on our books that can in any way be detri- 
mental to the interest of the three hundred 
and fifty thousand of people who are now 
assured with us. The Equitable is today 
by far the strongest life assurance company 
in the world, and it is the intention of the 
management to pursue a policy that will 
keep it so, and to so conduct its business 
as to give its present and future policy- 
holders the largest possible results, and to 
uphold and elevate in every way the dig- 
nity and character of its business and of 
the vast body of men engaged in it—a 
business second to none in its importance 
and its influence upon the future of the 
nation. And in taking this step we feel 
sure that we shall receive the approbation, 
not only of the policy-holders and agents 
of our own society, but of all policy- 
holders who buy their assurance to keep 
it, and with the hope of getting the best 
possible results for their money, and of all 
men who are honestly engaged in the great 
profession of life underwriting.”’ 


¥ 


Following the president’s statement, a 
committee of nine, consisting of general 
Ration agents from as many promi- 

nent cities, was appointed to 
the Agents. , 

consider and report on the 
announcement. This committee reported 
the subjoined resolution, which was unani- 
mously adopted : 

‘‘ Whereas, The Equitable Life Assurance 
Society has again, after giving the subject 
most serious consideration, decided to be- 
come the leader in an advance movement 
to eradicate some of the worst evils that 
exist in the business of life underwriting, 
as are more fully set forth in the announce- 
ment of the president of said society; and 

‘* Whereas, Such movement will be most 
elevating to the business of life assurance 
in general and be more satisfactory to the 


best interests of the agents; therefore it is 
hereby 

“Resolved, That we, the agents of the 
Equitable Life Assurance Society, in con- 
vention assembled, on the occasion of the 
celebration of the fortieth anniversary, do 
most heartily approve of the action so op- 
portunely taken by the officers with a view 
to eradicating the evils of rebating, ‘‘ twist- 
ing,’’ and the writing of a class of business 
that does not renew; and it is hereby fur- 
ther 

‘‘Resolved, That we heartily appreciate 
and will in every way support the action 
above taken; and we do hereby pledge our- 
selves to co-operate with the officers of the 
society in their efforts to suppress the evils 
above mentioned.”’ 


¥ 


There is always a disposition in the face 
of large events to cast doubt upon the sin- 
The Equitable's Hog 9 of the action taken. 
Sincerity. tisa curious fact that 

the motives and inten- 
tions of great men and institutions are sub- 
ject to an analysis not applied to the ordi- 
nary run of men and things. It seems 
extremely difficult for the world at large to 
admit.that the great, the strong and the 
successful may in their acts be directed by 
motives of pure sincerity. Instead, as in 
the case of ordinary men, accepting the act 
for what it shows itself to be, we begin to 
probe for profound motives of self-interest, 
and to search for that distinguished ebony 
personage residing in the wood-pile. 

In this instance it is at least premature 
to criticise, and unjust to reflect upon the 
sincerity of the society. If the Equitable 
Life fails in its program it will then be 
time to criticise. If the sincerity of its 
present position is doubted, we must like- 
wise doubt the sincerity of the action taken 
by the National Association of Life Under- 
writers. Asa matter of fact no broad 
minded man is prepared to question the 
good intentions of either. There is no 
doubt but that the management of the 
Equitable Life is truly inspired with a de- 
sire to accomplish a great reform, and to 
be the first to act. 

It seems clear also that the present 
policy has been conceived by the new ad- 
ministration. The late President Hyde was 
a fighter; more of an indomitable engine 
of war and less a minister of peace. Mr. 
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Alexander is a reformer, whose strength 
lies in his power as a conservator and not 
in ambition for large results. Time, train- 
ing and circumstance have given Mr. 
Alexander these differences in character, 
and have made his appointment as the ad- 
ministrator of the great institution created 
by the tireless energy of Mr. Hyde, most 
fitting. 

Probably few have paused to consider the 
effect which Mr. Alexanders elevation will 
have upon the business at large. Moulded 
in a social atmosphere which has developed 
characteristics of the highest type, the 
power which he now exercises as head of 
a great company will be exerted for the 
good of the business, as a whole. It can be 
said with confidence that his pronuncia- 
mento upon commissions will profoundly 
influence, if it does not control, future 
thought and and action upon this import- 
ant question. 


¥ 


It is not probable that the Equitable Life 
expects to permanently maintain its posi- 
Will There Be tion without the co-opera- 
Co-operation ? tion of other companies. 

In fact, both President 
Alexander and Vice-President Tarbell ex- 
press the belief that other companies will 
speedily follow the Equitable’s example. 
The latter particularly, in a statement 
made in the July number of this magazine, 
said that in his opinion the proper method 
of promoting reform ‘“‘is to effect co- 
operation among the companies in the 
method of paying commissions.”’ 

Will the Equitable obtain this co-opera- 
tion? 

We believe it will eventually. Its move 
is distinctly in the right direction and in 
line with the best public opinion. It also 
has the approval of the majority of com- 
panies; in fact, a movement in favor of co- 
operation, outside of the great companies, 
has for sometime been discussed. It is not 
improbable that if the management of the 
Equitable were to call a convention in New 
York City to consider the question of com- 
missions, ninety per cent of the com panies 
would respond favorably. While an 
agreement might not at once be effected, 
such a convention would cement opinion 
in favor of reform, and prepare the way 
for subsequent co-operation. Probably 
some of the important companies are not 


yet prepared for a comission agreement. 
This would prove a serious obstacle. 

Nevertheless, uniform commissions will 
in the end prevail. The tendency is in that 
direction. Commercial combination has 
thus far largely withheld its hand from life 
insurance, but the obvious advantages to be 
secured from co-operation are so great, 
that the desire to retain individuality in 
the matter of compensation to agents can- 
not long stand against it. An effective, 
working agreement upon commissions is 
one of the promises of the near future. 
The position taken by the Equitable Life 
will prove one of the great forces in accom- 
plishing that result. 


¥ 


The practical effects of a readjustment 
upon the agents cannot be ignored. When 
The Sit cn put into force it will make 
some radical changes, both 
in the character of the 
men employed and in methods of prosecut- 
ing the work. That many, who are able to 
subsist under a system of flat first year’s 
commissions, will find it difficult to main- 
tain themselves under the proposed change, 
is beyond question. This process of elimi- 
nation, however, will expend itself mainly 
upon the least desirable element in the 
agency field. It will also require harder 
work on the part of those who remain ; but 
improved methods in field work will fully 
compensate for the necessary increase in 
personal effort. 

There is no reason why in the readjust- 
ment of agency contracts the returns to 
honest and industrious agents should not 
be as large, or even larger, than they are at 
present. It will not be possible to effect a 
return to the gross rates of commission 
paid in former years ; in fact, that is not the 
object aimed at by most of the companies. 
The problem which has confronted the 
companies is the commissions paid on first 
year’s business, often so largely in excess 
of the loading provided for expense as to 
endanger the standing of some companies. 
From an economic point of view there can 
be nothing objectionable in the fact that 
gross commissions are today higher than 
formerly, because it is merely an indication 
that productive talent in this, as in all other 
lines of business, commands a better price 
than formerly; but very emphatic objec- 
tions can be urged upon economic grounds 
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against the payment of commissions in the 
first year which exceed the loading for 
expense, because in case of lapse this sub- 
jects the company, and consequently the 
body of policy-holders, to a loss and some- 
times a positive injury. 

Where the percentage of lapse is as large 
as it is today an agent can hardly be blamed 
if he prefers the flat first year’s commission 
to a deferred renewal commission. It is 
the bird in the hand which he considers 
worth two in the bush. There is much 
truth in the proposition that whether the 
policy lapses or not, the effort expended 
by the agent to place it is equally great. 
Consequently, if fifty or seventy-five per 
cent of one premium is the correct amount 
of compensation for productive effort ex- 
pended in procuring a new policy, the agent 
would suffer a distinct loss on policies 
lapsed under a renewal contract which pro- 
vided for gross commissions of fifty or 
seventy-five per cent—a loss which he 
would perhaps be less able to bear than the 
company. 

> 


The only remedy for this situation is to 
provide for a larger gross commission in 
making the proposed re- 
adjustment. To illustrate : 
Let us assume that sixty- 
five per cent of one year’s premium repre- 
sents a fair compensation for the energy 
expended in placing a new policy. Under 
a renewal contract which provided for 
gross commissions of sixty-five per cent, 
the agent would not only suffer a loss in 
the additional effort needed to keep the 
policy in force, but would suffer another 
and greater loss under policies which 
lapsed. This chance of loss upon lapsed 
policies cannot be wholly eliminated under 
any circumstances. It would, therefore, be 
entirely proper for the companies to con- 
sider a substantial increase in gross com- 
missions when the readjustment is made, 
thus equalizing the chance of loss to the 
agent. If instead of sixty-five per cent 
gross, a renewal contract providing for one 
hundred per cent gross, were made, such a 
contract would be more desirable from the 
agent’s point of view than a flat commis- 
sion of sixty-five per cent. This statement 
is used solely for illustration and is not 
intended as an accurate guide for future 
rates of commission. 


Increase Cross 
Commissions. 


It is of course to be assumed that in no 
year shall the commission paid exceed the 
loading for expense. Thus if one hundred 
per cent gross were taken as the right, basis 
upon which the agent could equalize his 
chances of loss, the payments might be 
divided as follows: First year, 30 per cent; 
second year 25 per cent; third year, 20 
per cent; fourth year, 15 per cent; fifth 
year, 1o per cent. By some such plan as 
this the earning capacity of the agent would 
not be impaired, while the company would 
be saved largely the loss on account of 
lapses. 

This plan has everything to commend it, 
except the fact that it increases gross com- 
missions. But in solving the problem con- 
ditions should be met as they exist, and 
not as some of us might wish them to be. 
As a matter of fact the one hundred per 
cent renewal contract is much more econom- 
ical for the company and its policy-holders, 
than the sixty-five per cent flat commission 
contract, and yet is more desirable from 
the agents’ point of view. As has been 
stated in a previous number of this mag- 
azine, the main question involved in the 
commission problem has been whether the 
agent or the company should stand the 
chance of loss from lapses, and the plan 
suggested seems to be the only one which 
provides that this loss shall not be suffered 
by either. 


> 


The action taken by the Equitable Life 
in regard to commissions, affords an oppor- 
tunity to touch upon a ques- 
tion which is worthy of com- 
ment. It has become quite 
popular to assume that the responsibility 
for the evils in life insurance rests entirely 
with the ‘‘giant’’ companies. It has been 
frequently asserted that rebating, high com- 
missions and kindred matters were fostered, 
encouraged and introduced by the giants, 
and that these evils have attached them- 
selves to the business as a whole merely by 
force of example. It is stated that they 
have set the pace, and that the rest of the 
companies have been compelled to follow 
or lose the business. 

This singling out of the giant companies 
for criticism for practices which pervade 
the entire business is quite unfair. Admit- 
ting they have set the example, which is 
not always true, this cannot in any respect 


Criticism of 
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relieve from criticisms those companies 
which have followed the example. If the 
example set was a bad one, it was not 
necessary for other companies to follow; if 
a good one they did well in profiting by it. 
If the smaller companies have practiced 
rebating, and paid high commissions, they 
have done so on their own responsibility, 
and not because the giants led them into it. 
The motives animating them in adopting 
high pressure methods have been the same, 
namely, ambition for more business. The 
conditions pervading the business as a 
whole have arisen from circumstances be- 
yond the control of any single company or 
set of companies. The problem, therefore, 
must be faced by the companies as a 
whole. 

The fact that the giant companies have 
attained great size, and recently passed the 
billion dollar mark in insurance in force, 
seems to have prompted some of this in- 
discriminate criticism. One critic has re- 
cently said, in placing the responsibility 
for the evils of the business upon the giant 
companies: ‘‘ Does the ability of these com- 
panies to say that they have beaten the 
world’s record for rapid growth carry with 
it the ability to also say that the growth 
has been along the lines of economy?’”’ 
“Unfortunately,’’ he replies, ‘‘the reverse 
is true.”’ 


¥ 


These things, however, must be tested by 
results and not opinions. The Equitable 
The Other has achieved the growth’ re- 
Side. ferred toin forty years,a record 

which is unmatched. If the 
critic be right, the more rapid the growth, 
the greater the waste. But this does not 
appear to be true in the case of the Equit- 
able, for a comparison of results places it 
in a very favorable light in relation to the 
companies asa whole. In 1898, according 
to the report of the Connecticut insurance 
department, the Equitable’s per cent of 
management expenses to premium receipts 
was 20.20 against an average of 23.34. 
But four out of thirty companies ex- 
hibit a lower ratio. In that year the 
management expenses of the Equitable to 
premium loading provided for the purpose 
was 85.49 per cent, against an average of 
96.36 per cent. But three companies have 
a lower ratio. The ratio of commissions 
paid to total premiums was 11.57, against 


an average of 12.99. But three companies 
have a lower ratio. 

These ratios are merely cited to show 
that there is something to be said on the 
side of the giant companies. We agree 
with the critic that mere size may not indi- 
cate success. On the other hand greatness 
does not necessarily imply an absence of 
economical management. The greatness 
of the giant companies undoubtedly pre- 
sents grave problems to those who have 
their destinies in charge, but it is not true 
that their executives, as a whole, are less 
earnest in their desire to effect reform in cur- 
rent practices than those of the smaller com- 
panies. The Equitable’s action upon com- 
missions must be taken as one very impor- 
tant evidence of this fact. The doubtful 
element of the problem is: Will other 
companies profit by this example? 


ss 


The question of rebating continues to be 
discussed, The action taken by the Na- 
The Rebate tional Association, together 
Poahlem. with the announcement of the 

Equitable Life, has furnished 
ample opportunity for comment on the 
part of the insurance press. The attempt 
to check rebating by a change in the 
methods of compensation to agents receives 
almost universal approval, although there 
is a noticeable tendency, even on the part 
of those who previously insisted that such 
a change afforded the only cure for rebat- 
ing, to cautiously stipulate that, while it 
will lessen rebating materially, it will not 
stop it altogether. 

Asa matter of fact, a careful analysis of 
the situation makes it plain that a reduc- 
tion of the first year’s commission cannot 
remove the incentive to rebating. It 
merely reduces the opportunity. Rebating 
will continue as long as there are men in 
life insurance who solicit business along 
the lines of the least resistance, that is, by 
cutting the rates. The change in the basis 
of compensation should be approved, be- 
cause it is in the interest of economy, but 
those who regard it as a panacea for the 
evils of rebating are doomed to disappoint- 
ment. 

¥ 
In the last number of this magazine, the 


question of rebating was discussed by a 
number of company officials. In this 
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number a view of the question is presented 
by a field manager, Mr. S. M. Pearman, 
who represents the Equit- 
able Life Assurance Soci- 
ety at Chicago. Accord- 
ing to reports received in the east, Mr. 
Pearman has proved one of the most phe- 
nomenal producers in the business. So re- 
markable has been his success that he has 
been under fire upon the question of rebat- 
ing. It has been stated in Chicago, and 
frequently reported in the press, that 
charges against his office were being pre- 
pared under the Illinois anti-rebate law. 
These charges were in the hands of a self- 
constituted committee of Chicago life 
underwriters, headed by the New York Life, 
whose attorney was engaged to prosecute 
the cases. Very little progress in the mat- 
ter seems to have been made, and according 
to the most recent reports, the proposed 
prosecution has been abandoned because 
Mr. Pearman holds evidence implicating 
the agents of the New York Life. 

If this be true, it illustrates how futile 
it is to attempt to make use of anti- 
rebate laws for the purpose of attack- 
ing rebating upon its commercial side; in 
other words, to check competition. These 
laws, in theory at least, are for the pur- 
pose of preventing discrimination between 
policy-holders as a matter of good morals, 
and until they are availed of for the high 
purposes for which they were evolved, 
they will be quite useless and ineffective. 


> 


The situation in Chicago makes Mr. Pear- 
man’s statement in regard to rebating very 
, interesting. He does not hesi- 
Defended tate to condemn rebating, in 

efended. ; : 

fact deems it the greatest evil 
in the business today. He thinks life in- 
surance should be prosecuted on a higher 
plane, and a better class of men employed. 
Mr. Pearman dissents from the popular 
opinion that high-pressure methods and 
bonus contracts have increased rebating. 
The companies which have used these 
methods are, he claims, of the progressive 
and enterprising type, and have been the 
pioneers in opening up new fields of insur- 
ance. The rebating has been done by con- 
servative companies which followed after 
and could not procure the business on equal 
terms with the pioneers. Mr. Pearman’s 
elaboration of this argument is extremely 


Mr. Pearman’s 
Article. 


interesting, and cannot but invite consid- 
eration on the part of those who are inter- 
ested in examining the true inwardness of 
the rebate situation. ' 

Mr. Pearman appears to believe that re- 
bating will be virtually stopped within the 
next five years by public opinion, but in 
the mean time thinks each company and 
each agent should begin cleaning house. 
So as far as his agency is concerned he says 
the house has been cleaned and will be 
kept so. 

With Mr. Pearman’s conclusions in regard 
to bonuses we cannot agree. The payment 
of bonuses acts essentially as an incentive 
to rebating, because it offers a reward for 
writing a certain amount of business with- 
in a stipulated time. If the compensation 
for the placing of new business, and its 
maintenance upon the books of the com- 
pany, is liberal, there does not seem to be 
any reason why bonuses should be paid, 
because the reward for writing more busi- 
ness is already provided. We do not believe 
the payment of bonuses represents a good 
business policy. It may increase the amount 
of new business, but it promotes rebating 
and twisting, and lessens materially the 
value of the business placed. 


¥ 


It is reported that the State Insurance 
Commissioners, at their annual meeting at 
Detroit next month, 
will take up the 
question of rebat- 
ing. A proposition will be presented for 
adoption under which the Insurance De- 
partment is to revoke the license of any 
company whose agent is detected in rebat- 
ing. It would not be possible to enforce 
such a drastic measure. The unsettling of 
a company’s entire business in a State, be- 
cause of the infractions of one of its agents, 
would not receive the support of public 
opinion. 

There is but one thing for the State Com- 
missioners to do at this time, and that is to 
enforce rigidly and conscientiously the anti- 
rebate laws, which are now on the statute 
books. Very little, if any, attempt has 
been made by the departments to render 
these laws effective. There are undoubt- 
edly many cases of rebating which might 
be brought to a successful issue if the de- 
partments would devote the time and money 
necessary for this purpose. The depart- 
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ments have been in the habit of waiting for 
the insurance fraternity to collect all the 
evidence, taking no interest in the matter 
whatever. 

This is not the right position to take. 
The departments are created for the pur- 
pose of enforcing law, and it is their duty 
to use the facilities given them for the pur- 
pose of protecting the people whose inter- 
ests they are appointed to serve. Govern- 
ment taxation proceeds on the theory that 
some benefit is conferred upon those who 
pay the tax; but it is very difficult some- 
times to discover wherein the policy hold- 
ers of life insurance companies, who pay 
the tax, receive any benefits therefor. For 
the purpose of conferring benefit upon 
those who are taxed, as well as for the 
protection of the public at large, it 
would be entirely appropriate for the de- 
partments to use a liberal portion of the 
funds collected from life insurance com- 
panies for the purpose of enforcing anti- 
rebate laws. 


¥ 


Mr. Richard E. Cochran, ex-president of 
the National Association of Life Underwri- 


Membership of Agents ters’,calls attention 


Associations. to a st atement 
made in the last 


number of this magazine concerning the 
membership in local associations in 1899 as 
compared with 1898. According to the 
statistics published there appeared to be a 
slight decrease in membership. Mr. Coch- 
ran invites attention to the fact that the 
present membership reported is based en- 
tirely upon those who had actually paid 
their dues on June 1, 1899, while in the past 
the general membership has been reported 
without regard to this fact. To illustrate, 
he says: ‘‘ We have in the New York asso- 
ciation in the neighborhood of two hundred 
members, but on the first of June last there 
were but one hundred who had actually 
paid their dues and hence that was the 
number credited to the New York associa- 
tion. If that ratio is kept up throughout 
all the local associations it can readily be 
seen that the account as stated in your 
article needs explanation.”’ 

With this statement of the case, there- 
fore, it appears that within the past year 
the agency movement in life insurance has 
not only grown in enthusiasm and strength, 
but in membership also; a very satisfac- 
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tory record and one that shows what can be 
accomplished by earnest work. 


> 


In connection with the announcement on 
the part of the New York Life Insurance 
Company, that it pro- 
poses to abandon the 
investment of its funds 
in the stocks of private corporations, it is 
interesting to note that during the past 
month the three great New York life in- 
surance companies have purchased $4,000,- 
ooo worth of 5 per cent. Mexican govern- 
ment bonds. The Mutual Life secured 
$2,500,000, the Equitable $1,000,000 and the 
New York Life $500,000. It is also inter- 
esting to observe that the stock of the New 
York Security & Trust Company, held by 
the New York Life, par value $539,000 and 
which.cost $943,250, can now be sold by the 
latter company at a figure which will net a 
profit $3,500,000. In its last annual state- 
ment the company valued this stock at 
$1,886, 500. 

This matter is cited merely to show that 
in excluding stock investments the com- 
pany is cutting off some of its most profit- 
able securities, hence its action cannot be 
taken as a reflection upon the value, as an 
investment, of the stocks of private corpo- 
rations such as life insurance companies 
are in the habit of purchasing. In con- 
fining investments to non-speculative secu- 
rities, the tendency will be to eliminate 
competition between the management of 
different companies so far as profits from 
interest earnings are concerned. In the 
past the managers of life insurance com- 
panies have prided themselves on their 
skill and judgment in investing in what 
might be termed speculative securities, and 
today some of the best companies in the 
business insist upon adopting this plan of 
action in what they consider to be the inter- 
ests of policy holders. Commissioner Cut- 
ting, of Massachusetts, in his last annual 
report, discussing the question of adopting 
a three-per-cent reserve, touched upon this 
phase of the problem, and believed that in 
the investment of funds there was plenty 
of opportunity for a skilfull financial man- 
agement to buy securities which would earn 
sufficient interest to provide for a four-per- 
cent reserve. 

rom authoritative statements made since 
the New York Life took its action, it ap- 


Selling Speculative 
Securities. 
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pears that this move was merely a 
part of its policy in regard to three-per- 
cent reserves, which in turn seems to 
have been controlled by expediency 
rather than necessity. The question a- 
rises in this connection, Shall we see in 
life insurance the elimination of the 
financier? 


a 


An important event at the meeting of the 
National Association of Life Underwriters, 
in July, was the with- 
drawal of the State of 
Maine Life Underwriters 
Association from membership. There are 
at present two associations with head- 
quarters in Portland, Me. The ‘‘ Maine 
Life Underwriters Association ’’ was organ- 
ized in 1887. As originally constituted, 
voting was conducted by membership, but 
to prevent the abuse of this privilege by 
any one company or clique of companies, 
a change was made in 1896 allowing but 
one vote toacompany. The members who 
opposed this change withdrew and organ- 
ized an association called the State of Maine 
Association. According to last reports its 
membership was twenty-six, of whom 
eighteen were the representatives of a 
single company. The new association be- 
came a member of the National Associa- 


Maine Associa- 
tion Withdraws. 


tion while the old withdrew. This year 
the old association applied for membership. 
Its application was opposed by the new 
association. Delegates from both associa- 
tions were present at Buffalo and a lengthy 
hearing was given before the executive 
committee of the National body. After 
considering the matter the executive com- 
mittee decided to admit the old association, 
notwithstanding the statement on the part 
of the new association that it would with- 
draw if such action were taken. The old 
association was admitted and the resigna- 
tion of the new accepted on the floor of the 
convention without debate. Aside from 
the unfortunate personal differences, the 
controversy involves an important princi- 
ple in association suffrage. It transpired 
in the course of the hearing before the 
executive committee that the plan of voting 
by companies has been adopted by many of 
the local associations. While upon broad 
grounds, voting by individual membership 
seemis to be the best, yet it is clear that 
under some circumstances this privilege 
might be seriously abused, and the influ- 
ence of the association used to promote 
special interests. Therefore for practical 
purposes there are many who believe the 
system of voting by companies to be the 
best. There is much to be said upon both 
sides. 


FIRE INSURANCE 


The net result of the fourth annual con- 
vention of the National Association of Local 


The Fire Agents’ Fire Insurance Agents 


Convention. has been to greatly 
strengthen the move- 


ment in the eyes of the companies and 
agents. During the past year the Associa- 
tion has gained wonderfully in numbers 
and in prestige. Taken as a whole, its 
legislation, and the direction given to its 
affairs by its executive officials, has greatly 
stimulated confidence in its purposes, and 
given the movement a dignity which it has 
not heretofore attained. 

The history of the agency movement, 
when written, will be an interesting one. 
Like everything of this character, it grew 
from a small beginning, was developed out 
of a desire on the part of the agents to pro- 
mote their higher self-interests, and was 
brought into being by the courage and 


tenacity of a few individuals. While, in 
the past, a number of efforts have been 
made to organize the agents upon the basis 
of mutual self-protection, none were per- 
manently successful until the organization 
of the New York State association in 1893. 
This association has since been actively in 
existence, has a large membership, and is 
today one of the strongest associations re- 
porting to the National body. 

It was not until 1896, however, that an 
attempt was made to form a national asso- 
ciation. There were then but four State 
organizations in existence, in fact the order 
of progression in the case of fire insurance 
agency associations has been reversed. The 
National Association, instead of growing 
out of local organizations, as in life in- 
surance, largely preceded the State asso- 
ciations, and was organized apparently for 
the purpose of stimulating the agents in 
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various sections to effect local co-opera- 
tion. Great success has attended this pur- 
pose. 

The first national convention was called 
in Chicago in September, 1896. Twenty- 
two agents were present, representing ten 
States, mostly in the western territory. 
The movement at that time assumed an 
aggressiveness which was later on mate- 
rially modified. The second convention 
was held in St. Louis in the spring of 1897. 
Seventy-nine agents attended, representing 
thirteen States, the movement in the mean- 
time having extended toward the East and 
South. At this meeting a platform was 
adopted designed to pledge the convention 
to more conservative action, and to secure 
more widespread approval among local 
agents and companies. 

The third convention was held in Detroit 
in the summer of 1898. There were 125 
agents present, representing thirteen asso- 
ciations, which, however, did not represent 
the full strength of the movement, for it 
was reported that twenty-three States were 
actually organized for business. At the 
Buffalo convention, this month, between 
five and six hundred agents were present, 
representing twenty-eight States. It was 
reported that thirty-three States were actu- 
ally organized, and that others were in 
process of organization, which would prob- 
ably soon bring the number up to forty. 
For the first time New England was repre- 
sented by delegations from Maine, New 
Hampshire and Connecticut. 


¥ 


In opening the convention President C. 
H. Woodworth presented a carefully pre- 
President Wood- Pered report upon cur. 

, rent conditions. He told 
worth’s Address. 
what had been accom- 
plished in the past year, and outlined what 
seemed to be a broad, consistent and effi- 
cient policy for the future. His address 
was full of pointed suggestions, carefully 
considered and well thought out. The best 
evidence of its practicability is that nearly 
all his recommendations were adopted, and 
very little additional legislation attempted. 

Mr. Woodworth discussed the questions 
of over-head writing, multiple agencies, 
brokerages, State legislation, tariff rates 
and agency commissions. In all his sug- 
gestions there was an evident determina- 
tion to preserve the principle of give and 
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take between the companies and agents. 
While insisting strongly upon what he con- 
sidered to be the rights of the agents in the 
matter of over-head writing and multiple 
agencies, he did not hesitate to say that it 
was due to the companies, as well as impor- 
tant for the agents themselves, to support 
tariff rates and uniform commissions, and 
do all in their power to stem the tide of 
adverse legislation against the companies. 
In fact he believed that the best interests 
of reputable agents lay in rendering the 
companies assistance upon these questions. 
He recognized fully the great power which 
might be exercised by the agents in check- 
ing current legislative tendencies and up- 
holding uniform rates and commissions. 
He believed that there was a large oppor- 
tunity for reciprocity between companies 
and agents, and that the best interests of 
both would be promoted by a full recogni- 
tion of this principle. ‘ 


¥ 


President Woodworth outlined the work 
of the association during the past year 
The Overhead "P°” ~ = —-: - — 
Writing List. head writing, indicating 

the measures adopted to 
secure a recognition of the agent’s rights. 
The difficulties encouutered were gone 
over and it was pointed out that the success 
attendant upon the procurement of pledges 
was quite beyond anything originally 
anticipated. ‘ 

The list of pledged companies, as finally 
published under date of July 31, 1899, con- 
tains the names of 224 companies. Two 
prominent agency companies are excluded, 
the Home and Northwestern National. 
Both of these, however, have publicly 
announced their opposition to overhead 
writing, and while they object on principle 
to signing a pledge exacted by the agents, 
it is probable that their position on the 
matter will be found as emphatic and con- 
sistent as that of many of the signers of 
the pledge and more so than that of some. 

In fact the situation as it appears today 
is that every agency company has in some 
form or another given its allegiance to the 
bill of rights adopted by the convention at 
Detroit a year ago. The principles of 
agency representation then adopted were 
as follows : 

“‘The appointment of an agent implies 
legally and morally the absolute control 
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by the agent of the authorized territory, in- 
so-far as his appointment lies. When the 
company itself issues policies on risks in 
said territory, without the consent of. its 
appointed agent, or by reinsurance assists 
another company to do the same, its act is 
contrary to the principles herein defined, 
and is justifiable only in case of railroad 
schedules, including rolling stock.’’ 

We have thus, by practically unanimous 
consent, introduced a principle of ethics 
into fire insurance not heretofore fully 
recognized and concerning which there has 
been considerable difference of opinion. 

The procurement of signed pledges can 
only be considered important as a means 
and not as an end. The list will be of 
little use if the companies which refrain 
from overhead writing are not protected, 
and this protection must be extended to all 
companies who do not write over the heads 
of agents, whether they be signers of the 
agreement or not. We do not believe it 
will be possible for the agency association 
to coerce or ostracize a company which has 
not signed the agreement, unless it is 
actually detected in the practice of over- 
head writing. In short it is now incum- 
bent upon the association to determine the 
facts and to keep its members thoroughly 
posted as to the companies which are, in 
practice, violating this new principle of 
agency rights. Unless the association does 
this it will fail so far as overhead writing 
is concerned and will lose its claim for con- 
sideration and respect on the part of the 
companies and agents. 


¥ 


The main issue before the association 
during the coming year will be multiple 
agencies. The recom- 
mendations of Presi- 
dent Woodworth upon 
this question were adopted. The associa- 
tion has already announced its opposition 
to the practice. Atthe Detroit convention 
last year a resolution was adopted request- 
ing the grievance committee to promulgate 
for the information of agents the names of 
companies known to maintain multiple 
agencies. The committee was not able to 
take steps in the direction indicated, ex- 
cept to collect some statistics regarding the 
maintenance of multiple agencies in large 
cities, and its effect upon the business as a 
whole. The responses tend to show that 


Multiple Agencies 
to the Front. 
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the system does not increase business, leads 
to reduced rates and demoralization, and 
introduces a very undesirable element into 
the business. 

It is not surprising that the committee 
found it impracticable to carry out the origi- 
nal intention this year, since all energies 
have been devoted mainly to the contest 
upon over-head writing. The success at- 
tending this measure places the association 
in a much stronger position to take up the 
multiple agency issue. 

As a result of President Woodworth’s 
recommendation the following resolution 
was adopted : 

‘Whereas, The system of multiple agen- 
cies, which has been a growing evil in the 
business during the past five years or more, 
has now become a most serious menace to 
the well-being of all the companies and 
agents alike; and, 

‘‘Whereas, This system is not now and 
never has been in the best interest of either 
insurance companies or agents, and has re- 
sulted in the present high expense now nec- 
essary to obtain business in all places where 
this practice obtains, without any corres- 
ponding benefit to anyone; and, 

‘* Whereas, Many companies have already 
expressed their strong desire to terminate 
this practice ; 

‘Resolved, That we request the compan- 
ies to take joint action limiting themselves 
to one representative in all territory con- 
taining a population of 100,000 or less, as 
shown by the last national census; and 
that we further request them to co-operate 
with the locel agents and fieldmen with a 
view to reducing the number of agents to 
a reasonable minimum in territories con- 
taining more than 100,000 inhabitants, as 
above shown. 

‘“Resolved, That the Executive Com- 
mittee is hereby instructed to present these 
requests to the companies, and is empow- 
ered to accept such modifications of this 
plan as may be agreed upon by the Execu- 
tive Committee and the companies or their 
managers.”’ 


¥ 


No exceptions to this action can be taken 
by the companies so far as its general pur- 
Ths Kein a Cain- port is concerned. 


The agents have ex- 
mendable One. hibited great wisdom 


in making this question the subject of con- 
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ference between company and agent. It 
strengthens both the agent and the com- 
pany which is sincere in its desire to limit 
the number of agencies. It does not limit 
the adjustment of the question to one side, 
and makes it possible for both sides to move 
forward uniformly toward a satisfactory 
settlement. It is extremely important at 
this stage of the association’s growth to 
recognize that neither side can accomplish 
the ends aimed at without the consent and 
co-operation of the other. Nothing leads 
to a clear understanding of mutual inter- 
ests so much as a conference between what 
seem to be opposing forces. We believe 
that one of the early results of this year’s 
convention will be the appointment of a 
permanent committee on conference, to 
which may be referred all disputed ques- 
tions. In fact the agents have already pro- 
vided for such a committee and it only re- 
mains for the company organizations to 
provide for similar committees on their 
behalf. Everything should be done to con- 
serve harmony. A spirit of concession 
should prevail in all things. Where men 
look at their own interests from varied 
points of view, it is not possible to go to 
the extreme aimed at by some. But there 
are no differences of opinion which cannot 
be arbitrated without in the slightest degree 
forsaking principles of justice and right. 


It is possible, of course, that as a result 
of the conference upon multiple agencies 
the companies may not be induced to con- 
cede all which the agents demand, but if 
they manifest a willingness to recognize 
general principles and to adopt measures 
to lessen what the agents believe to be an 
evil, the National Association will be en- 
titled to very warm congratulations. The 
multiple agency question is a much more 
serious one than that of overhead writing. 
The system obtains in a greater or less 
degree in all sections of the country, but 
while it is true that greed for business is 
partly responsible for the trouble, it is also 
true that it is largely due to competi- 
tion. Legislation in regard to multiple 
agencies means the restriction of com- 
petition, and it will take an immense 
amount of labor, combined with skilled 
diplomacy, to effect this restriction. If, 
however, the effort of agents and com- 
directed 
solution of the question something posi- 


panies is earnestly toward a 
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tive will be accomplished before next 
year’s convention. 


* 


As anticipated in previous numbers of 
this magazine the brokerage issue was 
thrown into the arena at 
aati Buffalo. Thanks to the 
wisdom of the association, 
action upon this vital question was de- 
ferred until another year. It was recog- 
nized that the association, in its present 
stage of development, was not capable of 
handling more than one issue at a time, 
and that the issue upon which there was 
the greatest unanimity of interest. That-the 
brokerage question is bound to come be- 
fore the association as an active issue none 
can deny. The growing power of the 
broker, especially in this era of industrial 
concentration, closely affects the interests 
of the agent, in some localities more than 
others. It cannot be expected that the 
agent will quietly submit to an encroach- 
ment which tends to effect his elimination. 
The broker, who represents the insured 
but receives his pay from the company, is 
an anomaly from an underwriting point of 
view. That the insured has right to make 
use of expert talent in the procurement of 
insurance contracts cannot of course be 
questioned, but it certainly is against busi- 
ness principles for the companies to com- 
pensate the persons employed to promote 
the interests of the insured. To do so is 
virtually to cut the rate to the property 
owner, and also to increase the expense 
ratio asa whole. The expense ratio today 
is very much higher than it would be if 
brokerages were not paid. 

But brokerage, and its natural concomi- 
tant, over-head writing, is the outcome of 
greed for business and competition, and is 
today very strongly engrafted upon the 
business. Its elimination is a serious 
problem, and while the interests of agents 
are constantly suffering on its account, 
especially in the South where large lines 
of cotton, tobacco and whiskey are being 
diverted from local channels, we cannot 
see any prospects of immediate relief, 
simply because the companies are not yet 
prepared to face the issue. The attempts 
in the South to eliminate the broker have 
not been successful and have only forced 
the companies to take a stand in favor of 
the broker. The action recently taken in 
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Philadelphia, at the instigation of the Fire 
Underwriters’ Union, testifies to the fact 
that the agent cannot at present success- 
fully combat the broker. President Wood- 
worth recognized the truth of the situation 
when he recommended that local agents 
allow a brokerage on business in their ter- 
ritory which is legitimately controlled by 
non-resident brokers. While this recom- 
mendation was not adopted, the attempt 
on the part of Southern delegates to force 
the issue upon the convention was ill- 
advised and fore-doomed to the defeat 
which it met. 


> 


It was expected that the convention would 
take some action toward anti-trust legisla- 
tion. President Wood- 
Action on 

worth placed much of 
Anti-Trust Laws. eps 
the responsibility for 
this class of legislation upon local agents; 
that is to say, he believed there was a class 
of agents who made it a business to create 
a prejudice among property-owners against 
tariff rates. On the other hand he asserted 
that none felt the effects of adverse legisla- 
tion more severely than agents. He said: 
‘“The present war upon insurance interests 
in some of our states if carried to its logi- 
cal conclusion will exterminate local agents 
and drive the companies into one great 
corporation or trust.’’ Upon his recom- 
mendation the convention adopted a reso- 
lution providing for the appointment of a 
committee of three to correspond with Gov- 
ernor Sayers, of Texas, in regard to pre- 
senting before the anti-trust conference 
called at St. Louis, September 20th, the 
needs and perils of local agents. It is pro- 
posed that if this request is granted, to ap- 
point a suitable committee to present the 
matter to the conference. 

Since the announcement concerning Gov. 
Sayers’ conference there has been consid- 
erable discussion among the companies as 
to what attitude they should take in regard 
thereto. That the question of preventing 
joint rate-making on the part of companies 
is to be considered by this conference is 
confidently expected, since the insur- 
ance companies have been the ones chiefly 
attacked under anti-trust laws. As the in- 
terests of local agents are so closely affected 
by this question, a fact which they recog- 
nize themselves, it will be a wise thing on 
the part of the companies to leave the pre- 
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sentation of this matter in the hands of the 
agents. While the agents might not make 
use of the skill and finesse employed by 
legal talent, as a practical matter they 
would be given a more cordial reception 
before the conference, because the inter- 
ests of the politicians are more closely 
identified with those of the agents. When 
Mr. Weil of Indiana stated before the 
Buffalo convention that the managers of 
the two political parties in that state under- 
stood that the insurance agents controlled 
10,000 votes, he threw a strong light upon 
the situation in its relation to politics. 


¥ 


It is natural that the agents should desire 
to send a committee to this conference of 
The Pesitica governors. In doing so 

they are merely mobiliz- 
to be Assumed. ‘ 

ing their forces at the 
point of immediate attack. So far as the 
appointment of a committee to attend the 
governors’ conference is concerned, there 
can be no criticism. It is however of 
some interest to know what attitude the 
agents will assume in presenting their peti- 
tion. If they go before the conference with 
the sole purpose of protesting against any 
proposed legislation against joint rate- 
making in fire insurance; if they propose 
to indicate the economic causes which have 
led to rate agreements and the beneficial 
results which have accrued therefrom, as 
well as to admit frankly its deficiencies and 
to point out the efforts which are constantly 
being made toward improvement, they will 
do well. 

But if, on the contrary, they propose to 
join the governors’ conference in attacking 
industrial trusts, or if, while asking for ex- 
emption for insurance interests, they ask 
the State Legislatures to prohibit price- 
fixing agreements in other lines of business, 
they will make a grave mistake. They will 
merely encourage anti-capital legislation, 
which is sure to react upon the business of 
insurance, and will almost entirely defeat 
the-purposes of the proposed petition. The 
purpose of the agents should be to present 
the case as it affects their own business, 
and let those engaged in other lines of 
trade do the same. If in so doing the agents 
effect a modification of the attitude of the 
States toward the trust question as a whole, 
they will lose nothing. On the contrary, 
they will gain. 
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We realize that the interests of fire insur- 
ance agents are very closely touched by 
this question of industrial concentration. 
The readjustment of general business con- 
ditions is sure to result in some important 
changes in the agency field. This we must 
admit; but it always has been, and ever 
will be, a mistake for those who represent 
what are sometimes called vested rights, or 
interests, to attempt to preserve those inter- 
ests by invoking the aid of State legisla- 
tion. We know there is a disposition upon 
the part of fire insurance agents in all 
sections to fight industrial concentration 
through the legislatures, but this position 
is not only wrong but inconsistent, for it 
denies to other lines of business what fire 
underwriters claim is essential in their 
business, namely, the liberty to agree upon 
prices. 


¥ 


At the Buffalo convention a most cordial 
invitation was extended by the Civic Fed- 
The Chicago eration of the City of 


Chicago to send a dele- 
Trust Conference. ting 
gation to a conference 


called in that city September 13th, to dis- 
cuss the question of trusts. This confer- 
ence will be held about a week previous to 
that of Governor Sayers, and has undoubt- 
edly been called for the purpose of offset- 
ting, in a measure, the influence of the lat- 
ter. The St. Louis conference is designed 
for the specific purpose of attacking trusts, 
while that at Chicago is for the purpose of 
‘investigating ’’trusts. It will thus appeal 
to the governors of States and others who 
desire to take an impartial attitude on the 
question, and are prevented from joining 
in the St. Louis conference. 

The invitation of the Civic Federation 
was not as warmly received at Buffalo as 
the proposition to send a delegation to 
Gov. Sayer’s conference. The matter was 
referred to the executive with power to 
act. We believe the agents will make a 
mistake if they attend the St. Louis con- 
ference and ignore that to be held at Chi- 
cago. An attempt to gain a_ political 
advantage, such as this would surely 
appear to be, would reflect upon the agents 
and destroy much of the power of the 
National Association. This body cannot 
afford to identify itself with sectional 
prejudices or partizan platforms. Its atti- 
tude should always be an open-minded one, 
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ever ready to secure new light and pre- 
pared to hear all that may be said upon the 
question of industrial concentration. A 
warm interest in the success of the agency 
movement prompts us to say that if a dele- 
gation is sent to St. Louis one should be 
sent to Chicago. 


> 


Beside attacking the anti-trust question 
the association has also registered itself in 
Tariff Companies £2¥0r of tariff companies. 
Eadorsed. 1s is an important 

step. It will exert great 
influence in strengthening rating organiza- 
tions and discouraging non-board compe- 
tition. The convention instructed its 
grievance committee to ascertain what com- 
panies were operating outside of local 
boards in cities with a population of 50,000 
or over, and to promulgate the information 
thus obtained. The feeling of agents at- 
tending the convention against non-tariff 
companies was very strongly shown, both 
in general expressions of sentiment and in 
specific acts occurring during the progress 
of the convention. Among other things a 
resolution was adopted recognizing the im- 
portance of maintaining such organizations 
as the Western Union, Southeastern Tariff 
Association and the Kentucky & Tennesee 
board, and condemning the action of com- 
panies which tended to impair their useful- 
ness and destroy their existence. 


It is apparent that the National Associa- 
tion hopes not only to use its power to 
maintain tariff rates, but to enforce a more 
equal distribution of the cost of insurance 
upon the property owner. Schedule rating. 
based upon the best experience obtainable 
and applied by salaried employes, seemed 
to be favored. So called ‘‘ preferred ”’ 
business was condemned as being rated too 
high. Rates which were too high, it was 
declared, led to increased com; tition, 
caused high commissions and bruxerages 
and resulted in the introduction of inex- 
perienced men into the business. It was 
believed that the day of the preferred risk 
was passing and that there wasa strong 
tendency toward equalization on all classes 
of risks. 


5 
An unsuccessful attempt was made to 


secure action upon the question of uniform * 
commissions. President Woodworth said: 
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‘“‘T think no one will contradict the state- 
ment that it would be better for assured, 


. : com anies anda ents 
No Action on Uni- P 8 


form Commissions. a SNON «gee eae. 
the usual rate of 


commission were the invariable rate.’’ 

He believed, nevertheless, it would be 
unwise to take definite action at this time. 
President Irvin of the National Associa- 
tion of Fire Underwriters, in his address to 
the association, made the following sugges- 
tions in regard to the matter: 

‘And are not the companies who are 
striving to maintain a minimum commis- 
sion the best friends of the agent who pro- 
poses to make insurance his chosen profes- 
sion? Excessive commissions are perhaps 
the cause of most of the evils with which 
you are contending today. They have 
brought into existence a larger number of 
agents than is needed, thereby increasing 
competition; they have led to rebating 
(one of the most pernicious evils of your 
business), and indirectly to overhead writ- 
ing. They are responsible for the creation 
of brokers, solicitors and a horde of mid- 
dlemen who are depriving the agent of his 
just earnings. They have increased the 
cost of insurance and caused the criticism 
and antagonism of the public; and the 
ultimate result has been greatly to the dis- 
advantage of the agent. I believe that if 
your association would be wise enough and 
courageous enough to agree to limit the 
commissions of all agents to 15 per cent., 
or an equivalent, and would refuse to rep- 
resent any company which offers more, 
making this a plank in your platform, you 
would do more to elevate the business, 
more to improve general conditions, more 
to serve your own personal interests as 
agents, and more that would insure the 
hearty co-operation of the companies and 
the general public, than by any other 
course that is open to you.”’ 

Mr. Henry W. Eaton also referred to the 
question in his remarks before the associa- 
tion. He stated emphatically that for the 
agent to accept excess commissions for the 
purpose of diverting business from low 
commission companies was wrong and de- 
served to be condemned. He thought that 
organization on the part of agents was 
natural, that the action upon overhead 
writing was to be commended ; but believed 
that unless the association took its stand 
upon uniform commissions it would fail. 
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By vote of the association Mr. Irvin’s 
suggestions upon commissions were re- 
ferred to the committee on resolutions. 
This committee, however, decided that the 
time for action had not arrived. 

The question of uniform commissions 
and brokerages will probably be settled at 
the same time. In other words, when the 
companies are prepared to protect the agent 
against the broker the agent will, in turn, 
declare his allegiance to the uniform com- 
mission company. The agent will sacrifice 
his liberty to accept whatever commissions 
are offered him only when the company is 
ready to sacrifice its liberty to pay broker- 
ages to whom it may choose. 


. 


The association reaffirmed its condemna- 
tion of overhead writing by agents and in- 
Qvetiest Writing structed its grievance 
by Agents. committee to pay espe- 

cial attention tocharges 
against agents. The agreement on the 
part of companies against overhead writiug 
will by no means settle the question, be- 
cause very much of this sort of business is 
done by local agents themselves. Itisa 
common practice for agents to invade adjoin- 
ing territory for the purpose of securing 
risks. This is bound to be a subject of con- 
tention between local agents. 

An attempt has been made in Nebraska 
and Texas to interpret the resident agency 
law in that state so as to confine agents to 
writing in the county in which he resides. 
This illustrates how frequently resident 
agency laws are enacted merely for the 
purpose of checking competition, and not 
to protect tax revenues, which is the only 
ground upon which these laws can be justi- 
fied in the public interest. President 
Woodworth suggested that a change in the 
existing tax law might be made by fixinga 
license fee upon local agents large enough 
to give states as much revenue from the fire 
insurance business transacted therein as 
they now receive. The fee, he thought, 
should be based on the population of the 
territory in which the agent was licensed 
to do business, all insurance written in any 
territory by other than licensed agents to 
be void and the writers of such insurance 
subject to severe penalty. 

We have not examined the merits of this 
proposition in so far 4s it relates to methods 
of taxation; but unless it has something to 
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recommend it beside the fact that it pro- 
tects local agents against overhead writing, 
it should not, receive endorsement. In 
other words it is not good policy for the 
agents to fight their battles with the com- 
panies or between themselves through the 
legislatures. It is the old story of using 
public machinery for the promotion of 
special interests. It is wrong in principle 
and ineffective in practice. Resident agency 
laws have not stopped overhead writing. 
If they had it never would have been 
necessary for the agents to devote a year’s 
time to procuring pledges from the com- 
panies. 

The best way to stop overhead writing 
between agents is for the agents to agree 
among themselves to stop it. It is per- 
fectly feasible for the agents in each state 
to adopt an agreement under which each 
will be protected in the locality for which 
he isappointed. During the coming year 
steps will probably be taken toward the 
adoption of such compacts between the 
agents. 


> 


The re-election of President Woodworth 
was a most fortunate circumstance. There 
Mr, Woodworth’s °°* of course, other 
D. Antinn men in the association 

e-ele : 
who are qualified for 
this important position, but Mr. Wood- 
worth was thoroughly known, had inspired 
confidence in all quarters, and held the 
work of the association well in hand. Not- 
withstanding the increased membership 
and enthusiasm, the association will have 
to stand a great deal of strain and be com- 
pelled to face many trying situations dur- 
ing the coming year. The strength of the 
association’s machinery will be severely 
tested. It is very satisfactory to feel that 
the engineer possesses a firm hand and a 
wise head. Mr. Woodworth’s re-election 
is an indication that the association endorses 
his conservative policy of the past year, 
and is prepared to stand upon the same 
platform for another year. 

The prospects for the association are very 
bright, but there are dangers ahead, many 
of which have been pointed out. There is 
always the danger of too much legislation, 
the result of over confidence. On the other 
hand, there is a danger of too little legisla- 
tion. Men sometimes mistake sociability, 
enthusiasm and numerical strength for 
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action, and expect that vague and intangi- 
ble force termed moral suasion to remedy 
the defects of the business. The thing 
needed in all organizations of this kind is 
positive action along well-defined lines. It 
is not necessary to do many things, but 
essential to do a few things thoroughly. 


* 


As stated in the last number of this maga- 
zine, the writ of ouster issued against seventy- 
oe three leading fire insurance 
Cienstinn, companies, for doing busi- 
ness in violation of the 
Missouri anti-trust law, was modified by 
the imposition of a fine of $1,000 and the 
payment of costs. Since then the time for 
the payment of the fines has expired and 
all of the seventy-three companies, with 
the exception of the Commercial Union, 
the Law Union & Crown, the Victoria, and 
the Citizens of New York, have deposited 
thissum. The four companies named are, 
it is claimed, forever barred from doing 
business in Missouri. 

During the past month additional pro- 
ceedings have been instituted against thirty- 
eight insurance companies charged with 
being members of the St. Joseph Social 
Club. The evidence is the same as in the 
case of the seventy-three companies. Suit 
has also been brought to annul the charter 
of the American Central of St. Louis. It is 
stated that the evidence upon which these 
latter suits were brought was furnished by 
some of the seventy-three companies origi- 
nally mulcted. The attitude of some of 
the companies not originally fined has 
been anything but pleasing to the compan- 
ies which were compelled to pay. Asa 
matter of justice and for the purpose of 
equalizing competitive advantages, there 
is no reason why allthe companies partici- 
pating in the arrangement at St. Joseph 
should not be fined. In the list of thirty- 
eight companies against which proceedings 
have now been taken, there appear to be a 
number which will prefer to discontinue 
business rather than pay the fine. Thus, 
the decision of the supreme court will re- 
sult in less instead of more competition. 

In view of the decision of the supreme 
court the rate situation in Missouri is con- 
siderably unsettled. A number of projects 
have been suggested for the rating of the 
state, but there is an evident determination 
on the part of the companies to avoid all 
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entangling alliances, for the present at 
least. Most of the companies have in- 
structed their agents not to belong to any 
local board or club having to do with rate 
agreements. Agents are, however, admon- 
ished in no case to indulge in a rate war, 
but to secure prevailing rates. 

The Superintendent of Insurance, Mr. 
E. T. Orear, has been coquetting with the 
question of securing reduced rates. In St. 
Louis the local agents propose to buy their 
rates of the president of the existing board, 
while it is suggested that the well-known 
‘Fetter’? rates be used for the balance of 
the State. Mr. Orear has caused it to be 
publicly stated that he has not determined 
what attitude he would assume toward this 
plan of rating. He also states that some of 
the large companies have indicated that 
they are willing to reduce rates on certain 
classes of risks. We have no doubt that if 
reductions are granted the superinten- 
dent’s approval of the suggested rating 
methods can be secured without any par- 
ticular anxiety on his part as to whether 
the plan is contrary to the anti-trust law or 
not. In other words, we do not believe the 
state authorities ever hoped or desired to 
prevent joint rate making on the part of 
fire insurance companies, but have merely 
used the power thoughtlessly placed 
in their hands by the legislature to se- 
cure a reduction in rates for political pur- 
poses. 


¥ 


There has been a great deal of indis- 
criminate and undeserved condemnation of 
Unthenved the insurance companies since 
Céikisien the Missouri decision. It is 

true that the Supreme Court 
has decided that in organizing the Under- 
writers’ Social Club the agents at St. Joseph 
were in violation of the anti-trust law, and 
that, whether parties thereto or not, the 
companies as principals must, under the 
law, be held responsible; yet it does not 
seem to us to be exactly fair for the insur- 
ance press to subject the companies to criti- 
cism on this account. Even if the com- 
panies deserved it, this criticism comes 
with bad grace. Ifthe St. Joseph club was 
as bad as some of the insurance press would 
now have us believe, and the companies as 
culpable as they are said to be, the criti- 
cisms should have been uttered in the 
nature of a warning at the time the club 
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was organized, some two or three years 
ago. As it is, the appearances indicate 
that the great light seen on the question 
has been developed largely by the decision 
of the Supreme Court. 

As a matter of fact, this criticism is not 
deserved. Out of all the witnesses giving 
evidence concerning the St. Joseph club, 
but one testified that members were re- 
quired to write at agreed rates, and we 
believe it was this agent who filed the com- 
plaint against the club, because of some 
differences with other local agents. It 
seems, also, that the companies, as such, 
were not party to the arrangement, and 
were merely held responsible by the Su- 
preme Court as principals, and for no other 
reason. Prior to the decision of the Su- 
preme Court there was room for doubt 
whether the St. Joseph club was in viola- 
tion of the anti-trust law. And then, again, 
Supreme Courts are not always infallible. 

The situation as it appears to intelligent 
and fair-minded men is that with the recog- 
nized necessity for joint rate-making in fire 
insurance on one hand, and the attempt to 
enforce competition by state legislation on 
the other, the agents and companies are 
hardly to be blamed if, in response to a 
natural law, they are driven intoexpedients 
which may not receive the approval of gov- 
ernment and court officials. The supreme 
court of Missouri says that the St. Joseph 
club was in violation of the anti-trust law. 
The question is therefore settled as far as 
its legal aspects are concerned. Anti-trust 
laws are designed to enforce competition, 
but they never have accomplished and 
never can accomplish this result, simply 
because it is against natural tendencies. If 
the full intention of the anti-trust law were 
strictly followed out, the companies would 
open rates and engage in a war of competi- 
tion. But that would be suicidal. While 
the state may decree self-destruction it can- 
not enforce it. It is simply impossible to 
prevent the companies and their agents 
from trying to circumvent anti-trust laws. 
Driven from one corner they will take the 
next, and while good judgment may be 
against some of the expedients adopted, 
this struggle for self-preservation cannot 
be condemned on moral grounds. 


* 


The paramount question in fire insur- 
ance is that of successfully preserving rates 
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in the face of restric- 
tive legislation. Many 
plans have been ad- 
vanced and discussed. The proposition at 
Kansas City and Louisville to organize a 
single corporation comprised of local 
agents has been abandoned. The plan of 
purchasing rates from private rate makers 
is not now favorably regarded because 
there is no assurance that it will relieve 
the companiés from attack upon the part of 
state authorities. 

The proposition to give the State rate 
making powers has gained a new advocate 
in Mr. L. B. Leigh, a prominent under- 
writer of Little Rock, Ark. He proposes 
that the State Insurance Department es- 
tablish a classification, under the charge 
of a competent actuary, who shall lay rates 
‘so as to yield a potential profit of ten per 
cent., so that the good years would offset 
the bad ones and yield a profit in the long 
run of five per cent. per annum.’’ Like 
Mr. Beddall and Mr. Downing, he only 
suggests state control because he considers 
that there is no other way in which the in- 
suring public can become acquainted with 
the facts. He thinks rate making on this 
plan is perfectly feasible and defends his 
proposition by citing the uniformity in life 
insurance rates which accompanies the re- 
serve laws of the various States. 

The growth of sentiment in favor of 
State control indicates a desperate state of 
affairs in fire insurance. If it be true, as 
we must assume from this proposition, that 
the State is as capable of making fire in- 
surance rates as the companies, then it is 
logically just as feasible for the State to 
furnish the capital and do the business al- 
together. But no intelligent man will 
argue for a moment that, under the present 
conditions, the State can do the business of 
fire insurance as cheaply and successfully 
as it is done by private corporations. It is 
not necessary for the State to make rates 
in order to inform the public as to the 
actual conditions. In the June number of 
this magazine we said : 

‘‘A broad, consistent and efficient policy 
for the companies to adopt is to pool im- 
mediately their experiences, establish a 
suitable classification thereon, formulate 
schedules which will apportion rates ac- 
cording to this classification, and then ask 
the legislatures to repeal the anti-compact 
laws. We are aware that the adoption of 
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such a policy is extremely difficult on ac- 
count of conflicting interests, but it is not 
impracticable, and is, we confidently be- 
lieve, the very best thing which can be 
proposed.’’ 

In citing legal reserves in life insurance 
as an argument for state control in fire in- 
surance, a grave error has been made, for 
the state never has furnished the basis for 
life insurance reserves. The mortality ex- 
perienced was adopted and furnished by 
the life insurance companies themselves 
and thade the basis of uniform charges be- 
fore a legal reserve was thought of. The 
state merely accepted and adopted the 
basis declared by the companies to be safe 
and sufficient. Therefore if further state 
supervision is to be invited in fire insur- 
ance it should be in the direction of the 
adoption of a basis of reserve formulated 
upon the fire cost experience of the com- 
panies. 


> 


The difficulty is that such a basis cannot 
be at present secured, for the fire insur- 


Agents Can Make ance companies, unlike 


the life insurance com- 
panies, have not yet 
reached the point where mutual self-inter- 
est prompts them to pool their experiences 
and establish a broad basis of averages. 
This fact was recognized by Mr. Robert 
Dickson in his address before the National 
Association of Local Fire Insurance Agents, 
which led him to make the following sug- 
gestion. 

‘*Every effort which has been made, so 
far as I know, to induce them (the com- 
panies) to open their several treasure 
houses for the general good has failed, and 
yet, in my humble opinion, it ought to be 
manifest to every intelligent underwriter 
that the individual good is best subserved 
in the good of the whole. The ‘ Western 
Union,’ a year or two ago, appointed a 
statistical committee for the purpose of col- 
lating and applying the experience of their 
membership, but, although a chairman was 
selected who is a genius as well as an ex- 
pert in this line, nothing practical seems 
to have come from it... . 

‘‘My mind turns to the local agent for 
relief, not alone because he represents the 
only other arm of the service capable of 
undertaking the work intelligently, but 
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because the States of Iowa, Kansas, Ne- 
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braska, Missouri, Michigan, Ohio and Wis- 
consin have already taken away the rating 
power from the companies. 

‘‘Supposing that the members of the 
local board of this city, for instance, should 
agree to hereafter report their premiums 
to the secretary— not the premiums of an 
individual company, but of their agency— 
in say twelve general classes, and treat 
their losses in the same manner, would not 
the figures at the end of the year even be 
suggestive, and at the end of say five years 
—hbarring conflagration possibilities — be 
an absolute reflex of insurance cost? ... 
And supposing, further, that all the local 


boards represented in this association were 
to take up the plan, and every risk come to 
be properly rated. . . . would it not seem 
as if the millenium had dawned? And yet 
that would be just the legitimate outcome of 
intelligent or scientific underwriting. .. . 

“‘Tt may be very plausibly urged by way 
of objection, that in the anti-compact or 
trust States you cannot agree upon a rate of 
premium for any particular risk, and, while 
this is the fact, yet, I apprehend, that no 
law can be passed which will prevent you 
from pooling your experience so as to ar- 
rive at its cost, or prevent the companies 
from instructing you not to sell their poli- 
cies below at least cost and expenses. 

‘“When by the use of such statistics you 
are able to point out to a property owner 
why his rate should be what you have 
charged him, and why it cannot be made 
less without inviting loss to the company, 
when you can lay bare your experience 
table to every legislator that has under 
consideration restrictive laws, and invite 
honest criticism of your rates and methods, 
I apprehend, asI have already said, that 
adverse public opinion and legislation will 
soon cease to be. To bring this about 
seems to me to be specifically the work of 
the local agent.”’ s 


aa 


Mr. Henry Evans, vice-president of the 
Continental Fire Insurance Company, has 
» contributed to the discussion 
Mr. Evan's ; 
by suggesting that the rem- 
Solution. re A Pi 
edy for existing conditions 
lays in the following suggestions : 
‘‘First.— We must havea better handling 
of legislative matters; we must meet the 
efforts to legislate against our interests dif- 
ferently, and as other corporations do when 


attacked by offering substitute bills that 
are fair to us and yet that meet the demands 
of the people. An anti-compact bill, so 
called, that will not work ruin for the com- 
panies and yet that will satisfy the public 
can be framed, and so can a valued policy 
law. The agents, especially now that they 
are organized, can be of great help to the 
companies in shaping legislation and pre- 
venting it. 

‘* Second.—Business must be rated under 
a uniform schedule system, properly ap- 
plied; the agents and the public must 
know how the rates are made and how re- 
ductions for improvements can be brought 
about. 

‘*Third.—Agents must be paid a contin- 
gent commission—not by one or two com- 
panies, but by many, especially of the 
large companies. Most companies have 
treated the agents as nonentities. They 
have had rates given them that they and 
no one else could understand or explain, 
and they have, therefore, made no defense 
when the charges were called unfair by 
property owners. It must be recognized 
that the agent is our main hope today, and 
he must be taken into partnership as 
regards his compensation and into our con- 
fidence as to the making of rates.”’ 


> 


The attempt recently made by the 
National Wholesale Lumber Dealers Asso- 
ciation to place the fire 
insurance of its mem- 
bers through the general 
headquarters at New York, at reduced rates, 
has failed. The matter was called to pub- 
lic attention at the annual meeting of the 
New York State Association of Local Fire 
Insurance Agents, when a resolution was 
adopted opposing this plan of overhead 
writing. The companies were called upon 
to stand by the agents in checking this 
movement toward concentration. As a re- 
sult of this resolution, and the active inter- 
position of association officials, the ‘‘ insur- 
ance board ’’ established by the lumber deal- 
ers association was unable to consummate 
arrangements with any of the first-class 
stock companies. It was, however, success- 
ful in perfecting a deal with the United 
States Lloyds, a body of individual under- 
writers, managed by Messrs. Johnson & 
Higgins, the well-known New York brokers, 
who had also secured by special treaty ar- 
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rangements the backing of the Underwriters 
at Lloyds, of London. The plan adopted, 
as described by a circular sent to members 
of the National lumber dealers association, 
was to ‘‘issue to the insurance department 
a general policy covering such of our mem- 
bers as we may designate, and for such 
amounts as we may specify upon the prop- 
erty to be described by us, and at rates 
which will enable us to give you 25 per 
cent reduction on the rates that you are now 
paying. This general policy will be kept 
at the office of the Insurance Department 
‘in this city, and the department will issue 
against it to the different members to be 
covered certificates of interest. These cer- 
tificates will be filled out as the circum- 
stances may require and be countersigned 
by the department.”’ 


¥ 


In return for the special contract and 
rates offered by Johnson & Higgins, it ap- 
Why it Pears that the “insurance board ”’ 
Failed. agreed to place about $10,000,000 

of insurance, but it was an- 
nounced during the last month that 
the entire arrangement had fallen through 
because the insurance board was unable to 
deliver the amount of insurance agreed 
upon. The generally bad reputation which 
Lloyds insurance as a whole has gained in 
this country, together with apparent legal 
difficulties in the way of adjusting and col- 
lecting losses, as well as placing insurance 
in states where the Lloyds was not author- 
ized to operate, seems to have caused the 
members of the lumber dealers association 
to look upon the plan with disapproval. 
Then too, the individual dealers were un- 
doubtedly very loth to leave the placing of 
their insurance, an important and often 
vital item in business economy, in the 
hands of outside parties whose interest in 
adequately covering the risk might not be 
as strong as that of the immediate owner of 
the property. 

This ends the first known attempt, out- 
side of railroad and trust property, to cen- 
tralize the insurance interests of a great in- 
dustry, and its failure is probably in a great 
measure due to the activity of the agents in 
promoting their own interests. The circu- 
lar sent by the “‘ insurance board ’’ to mem- 
bers of the lumber dealers association stated 
that ‘‘ while this plan of insurance is new 
to the lumber trade it has been tried in the 
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insurance of other large interests, especi- 
ally railroads and some of the larger trusts, 
and has been found most satisfactory.’’ In 
the case of railroads and trusts there was, 
however, a community of interest which is 
entirely lacking at present in the lumber 
trade, and which makes the placing of in- 
surance under blanket form much less com- 
plicated. 

At the time of the adoption of the resolu- 
tion by the New York State association, 
previously referred to, the companies were 
requested, where feasible, to grant reduc- 
tions upon lumber risks. We do not know 
how generally such reductionswere granted, 
if at all; but if they were made it would, 
to a certain degree, account for the failure 
of the Johnson & Higgins plan. 


¥ 


The indications are that the reinsurance 
business in this country has experienced 
quite a revolution since the 
extension, during the past 
year, of state laws prohibit- 
ing contracts of this character in unauthor- 
ized companies, and the adoption of a rule 
by the New York Fire Insurance Exchange 
limiting reinsurance to members of the 
association, except on surplus lines. Among 
the states which have passed reinsurance 
laws this year are New Hampshire, Penn- 
sylvania, Wisconsin, Illinois and Nebraska. 
A new feature of the situation is a general 
disposition on the part of the states to re- 
quire that all policies of reinsurance shall 
be countersigned by local agents in a bona 
fide manner, thus further tending to bring 
the transaction of insurance down to strictly 
net lines. 

That the new laws and rules have been 
effective in closing up reinsurance treaties, 
especially with foreign companies, is evi- 
dent by the statement credited by the New 
York Journal of Commerce to the manager 
of the South German Reinsurance Com- 
pany, who says that he finds it almost 
impossible to effect treaty arrangements 
under existing conditions. Advices from 
Chicago are that the new law which went 
into effect July rst, resulted in a general 
unsettling of reinsurance arrangements, 
and that many companies have found it 
impossible to make new connections with 
authorized companies. It is believed that 
a number of companies will be compelled 
to reduce lines, although it is stated that 
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some of the outside companies will enter 
the state for the purpose of retaining 
treaties. One direct result of the attack 
upon reinsurance has been an increase in 
the number of actively competing com- 
panies in all parts of the country. 

State legislation against reinsurance con- 
tains all the features of objectionable 
special legislation. Laws of this character 
have been passed entirely under pressure 
from private interests seeking protection 
against competition, and have not in any 
case been enacted in response to a real 
public demand. In fact, a wise public 
policy does not demand legislation of this 
character. The reduction of competition 
or the distribution of business among the 
companies is not a function which the state 
ought properly to exercise. These are 
purely economic questions which if let 
alone will adjust themselves in accordance 
with a broad public interest. 


¥ 


The attempt to adjust the question by 
means of the company associations is one 
of great interest, since it in- 
troduces an entirely new 
element into these organiza- 
tions, namely, the distribution of business. 
In one sense this attempt is but a struggle 
for self-preservation; in fact that is the 
main characteristic of the demand for state 
legislation. In another sense it introduces 
evolutionary changes in the plans of doing 
business which might be expected to ac- 
company the drift toward centralization. 
In those underwriting associations which 
represent the greatest degree of centraliza- 
tion, the principle of the equal distribution 
of business is strictly enforced. 

Students of underwriting will therefore 
observe closely the ultimate effects of 
legislation by the company associations 
designed to limit reinsurance. They will 
be interested to see whether it really leads 
to a wider distribution of lines or whether 
it tends to promote the concentration of 
the business in the hands of the stronger 
companies. It is at least doubtful if the 
great companies which have been taking 
larger and larger risks, under the improved 
conditions of fire hazards, will reduce those 
lines and sacrifice premium income as the 
result of legislation against reinsurance. 

It seems probable that a rule restricting 
reinsurance to members will be adopted by 
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the Western Union. At its last semi- 
annual meeting the Union expressed itself 
in favor of such a rule and a committee 
was appointed to draft an effective plan. 
This committee is now actively at work 
and will undoubtedly report the result of 
its labors at the next meeting in Septem- 
ber. 

At the annual meeting of the National 
Association of Local Fire Insurance 
Agents a resolution was adopted recom- 
mending state associations to secure the 
adoption of laws restricting reinsurance 
in unauthorized companies. 


¥ 


Fire underwriting in the South and West 
is in a demoralized condition. This is par- 
ticularly true of the terri- 
The Western 
res Cetin. tory covered by the Western 
Union, an _ organization 
which has for twenty-one years undertaken 
the control of rates and commissions in the 
Middle West. The trouble seems to be 
entirely due to an increase of bad faith on 
the part of the members of the Union, 
brought about by an increase in the num- 
ber of competing companies, which has 
made the supply largely in excess of the 
demand. The profitable record of the two 
or three years preceding 1899 caused a 
large influx of companies into the terri- 
tory of the Western Union which have 
resorted both to cut rates and excessive 
commissions to secure business. This has 
led many Union companies, which under 
ordinary circumstances would have ob- 
served their obligations, to meet this 
competition on the plea of “‘ protecting ’”’ 
their business. As is always the case this 
plan of “ protection’’ has been liberally 
interpreted and has become in many cases 
merely a campaign of invasion. 

In 1897 the membership of the union was 
largely augmented by companies which 
had heretofore operated outside. They 
preferred to join the union and abandon 
the payment of excess commissions, rather 
than invite the rate war which was threat- 
ened. But these companies are now_be- 
ginning to retire from the union. Four 
of the most important handed in their 
resignations during the past month. It 
has been given out that these resignations 
were brought about by the attacks made on 
the companies under the anti-trust laws, 
but it is probably true. that they were dic- 
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tated almost wholly by a desire for freedom 
in the matter of excess commissions. In 
our opinion, these legislative attacks have 
been one of the important forces which 
have kept the union together and which 
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will tend to preserve it in the present 
crisis. If the union is saved it will be due 
largely to a belief on the part of the com- 
panies that they must stand firm and united 
in the face of restrictive legislation. 





LETTERS TO 


The Arkansas Situation. 


LITTLE RocK, July 12, 1899. 

The fire insurance situation as it exists in 
Arkansas today, is that all the companies 
doing business in this state prior to the 
passage of the anti-trust act have resumed 
business since the decision of our supreme 
court, except the Germania of New Orleans. 
The following new companies have entered 
recently: Norwalk, German Alliance, 
Millers & Manufacturers Mutual and Min- 
neapolis Fire & Marine. So far as I am 
advised, rules and clauses have been gen- 
erally observed to date, and excepting a 
few cases in small towns local tariff rates 
have not been greatly disturbed. Pending 
the time business was suspended some five 
or six towns reported new and complete 
systems of water works and the companies 
have been compelled to approve reductions 
in rates which are in excess of credits 
usually allowed for such improvements. 
I believe the Minneapolis Fire & Marine is 
the only company which, according to 
local agents’ statements, has authorized 
any reduction in former specific rates 
where there has been no improvement in 
the risk. Agents generally are using the 
old rates except where there has been a 
change for the better. In such cases they 
hurry to make reductions, but where there 
is a change for the worse the matter is 
ignored. Altogether, the tendency as to 
rates is downward, especially in manufac- 
turing plants. Several companies which 
entered this year and have no old business 
on the books are slashing rates on wood- 
workers, and especially those particular 
risks which have heretofore been placed in 
non-complying companies at rates much 
below tariff schedule. 

The three general agencies at Little Rock 
and Trezevant & Cochran, who keep a 
field man here, write about four-ninths of 
the business of this state, and these firms 
taken together constitute an element of 
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strength at the base of operations which 
makes for peace and tends to preserve the 
status quo. In my opinion our greatest 
element of danger lies in the greed for 
business manifested by a few companies 
which entered the state a short time before 
and since the passage of the anti-trust act. 
These companies have nothing to lose by 
predatory warfare and are very energetic 
in placing business on their books. Just to 
what extent these practices will be carried 
and how long the companies losing the 
business will stand it, I am unable to con- 
jecture. 


The business written by the Glens Falls, 
Connecticut Fire and Agricultural of Wa- 
tertown, during the time business was sus- 
pended by other companies, will consti- 
tute a causus belli when the renewals come 
around, which will require the united 
efforts of all the friends of law and order 
to preserve the peace. The Connecticut 
Fire never ceased writing at any time, and 
must have written a handsome volume of 
business. The Glens Falls and Agricultural 
resumed business immediately after the de- 
cision of Circuit Court, but represented tothe 
eastern committee that they ceased business 
again after two days. As a matter of fact, 
neither company ceased at once and in toto, 
and some agents of the Agricultural con- 
fessedly never ceased at all. The general 
agent of the Glens Falls claims that the 
business of the company was confined to 
two points, and mainly to renewals on his 
books; the Agricultural, however, being a 
new company, had no renewals to protect, 
and took advantage of the situation to har- 
vest the renewals of companies not writing, 
and succeeded in placing a volume of busi- 
ness estimated at not less than $10,000 in 
premiums, or about two thirds of the annual 
receipts of the average company in Ark- 
ansas. The action of this company seems 
to have rankled in the breasts of several 
non-resident managers, and has produced 
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mutterings which presage trouble bye and 
bye. The sentiment of the writer is ex- 
pressed in the terse epigram of one who 
was great in peace as well as in war—‘“‘ Let 
us have peace.”’ 

The popular mind is much aroused on 
the subject of trusts and monopolies, and 
in that relation the masses regard an insur- 
ance association as the chief of sinners. 
Strong pressure has been brought to bear 
on the governor to call an extra session of 
the Legislature to enact a law which would 
exclude the companies altogether if they 
belonged to a rating bureau in any part of 
the world. Governor Jones has said that 
if the September meeting of governors and 
and attorneys-general at St. Louis formu- 
lates anything in that line which meets 
general approval, and will probably be 
adopted by a large number of the States, 
he will call an extra session and crystalize 
such action into a statute. The feeling 
amongst the fraternity in Arkansas is one 
of uneasiness and apprehension. 


L. B. LEIGH. 
v 
Rebating Has Not Decreased. 


MILWAUKEE, July 26, 1899. 

I am in receipt of your favor of the 6th 
inst. At the opening of your letter you 
say that an official of a life insurance com- 
pany in writing your magazine recently 
upon the question of rebating said: 

‘‘All resolutions and agreements by 
local associations have been ineffective. 
Legislation has been futile. The compact 
among companies is not observed, and in 
my view rebating was never so general and 
extensive as now.”’ , 

Iam not prepared to combat any of the 
statements made by the life insurance 
official who wrote you. I do not know 
whether any of the companies that entered 
into the compact he referred to have en- 


forced an anti-rebate rule among their 


agents. I am very sure they have not all 
done so. The advices we receive from our 
agents in all parts of the field we are work- 
ing is to the effect that rebating is as gen- 
eral and extensive as it ever was. 

You also state that in a circular just 
issued by the “‘ committee on associations ”’ 
of the National Association of Life Under- 
writers the following statement was made: 
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‘‘That the agency business generally is 
so demoralized as to make it difficult and 
frequently impossible for honest agents to 
live by it needs neither argument nor 
proof, nor that in many if not most locali- 
ties the trustworthiness of strangers in the 
business is at least suspicioned.”’ 

You further state that ‘‘ both agents and 
company officials have recently expressed 
in private interviews, opinions which tend 
to confirm this dubious outlook,’’ and you 
ask for a brief expression of my opinion as 
to whether the conditions are actually as 
bad as pictured and what suggestions I can 
make in regard thereto. 

The agents assembled in the national 
convention at Buffalo were from all parts 
of the country, and I suppose represented 
all or nearly all the old line companies 
doing business. I am prepared to accept 
of their opinions as justified by the actual 
facts. The information we receive from 
our agents throughout the entire field we 
work in is to the effect that rebating was 
never worse than at the present time. 

In my opinion the evil cannot be 
cured by resolutions or conventions or by 
compacts between companies. The only 
remedy I have any confidence in is the 
vigorous enforcement of an anti-rebate rule 
by each company in its own agency force. 
I know the evil can be cured in that way. 
I don’t believe it can be cured in any 
other. 

WILLARD MERRILL. 
Vice President Northwestern Mutual Life 
Insurance Company. 


¥ 


Company Officials Criticized. 


INDIANAPOLIS, Aug. 2, 1899. 

I have read with a great deal of interest 
in the July number under the heading 
‘“‘Has Rebating in Life Insurance In- 
creased,?’’ the various letters in reply 
written on the subject by chief officials of 
several life insurance companies. Mr. 
G. E. Tarbell of the Equitable poses in his 
letter as having been ‘“‘ constantly opposed 
to the evil of rebating’’ (I suppose he in- 
tended to insert since he quit it), and as 
‘one of those earnestly instrumental in 
forming a compact on the subject.” Itisa 
fact of common knowledge in this western 
country, and I have heard it repeated over 
and over again by men who generally 





136 Monthly Journal of 
know what they are talking about, that 
Mr. Tarbell, during the time he was a field 
worker, with headquarters, I believe, in 
Chicago, did more to bring about the un- 
desirable condition of our business in this 
respect than anyone who has ever operated 
in this section of the country. In fact I 
have heard him referred to as the man who 
instituted the practice, which is still in- 
dulged in to a marked degree with the 
agents, of giving away more than they get, 
leaving themselves with a nice little mort- 
gage on their renewals which are to come 
(and frequently never materialize), for the 
trouble of writing the business. 

President E. W. Scott’s letter I think was 
undoubtedly intended as a burlesque. He 
states with reference to the Provident Sav- 
ings, ‘‘ we hold our agents strictly account- 
able for rebating, and it is certainly not 
indulged in to any appreciable extent so 
far as we know.”’ This isa confession that 
I think Mr. Scott would be very loath to 
make, as the president of an insurance 
company should certainly know something 
about the way the business of his company 
is conducted, and if he makes the above 
statement seriously, he certainly must be 
ignorant of the latter condition. It is esti- 
mated that the Provident Savings placed 
in this city and surrounding counties, in 
189i, between $400,000 and $500,000 in busi- 
ness on the charity basis, that is, virtually 
giving it away, charging only about Io per 
cent of the premium for the first year. I 
have before me a $5000 policy issued by the 
Provident Savings, age 50, premium $268.50, 
for which $35 was paid. An acquaintance 
of mine, in this same building, bought 
$25,000, age 41, premium about $1000, and 
paid $75 for it. I saw a Provident Savings 
policy for $40,000, covered with dust, 
lying on a banker’s desk, and when I asked 
him why he did not put it away, he re- 
marked, ‘‘ Well, it didn’t cost anything.”’ 

President Scott’s talk about ‘‘ strict ac- 
countability,’’ ‘‘excessive commissions,”’ 
and ‘‘exaggerated conditions,’ is all a 
joke. It would be absolutely impossible 
for the agents of the Provident Savings to 
rebate as I know they have done, unless 
President Scott furnished them with the 
facilities for doing so. They are not even in- 
structed to be careful in selecting their sub- 
jects, as I was offered by one of these agents 
$5000, 20 payment, age 29, for $25,although I 
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represent another life insurance company, 
and the agent knew.it at the time. The 
men who did this extensive rebating in this 
section had a bonus contract with the Provi- 
dent Savings of $3.00 per thousand for 
$1,000,000 in business, with facilities fur- 
nished them whereby they could write the 
million at about Io per cent of the premium: 
these facts were stated by one of the parties 
themselves, and I am forced to believe that 
President Scott knew about this arrange- 
ment. 

Of course I realize that I am criticising 
the “‘King pins’’ of the business. I am 
far from being a king, simply a modest 
little ten spot, but Ido think it is high time 
that officials of reputable insurance com- 
panies stopped theorizing, sentimentaliz- 
ing, and winking at these irregular and de- 
plorable conditions, and dealt with the 
facts as they exist. Rebating is indulged 
in in nearly every case where it is neces- 
sary. Every field man knows this, and the 
Officials of the companies could render a 
vast service to the hundreds of men en- 
gaged in the business if they would exert 
themselves in the proper way to put an end 
to it, thereby saving what is, and by rights 
should be the grandest and noblest calling, 
from the slums of mistrust which the de- 
grading, humilitating and destructive prac- 
tice of rebating is drawing us to. 

This is not written in a feeling of ani- 
mosity to any company. It is simply 
through a desire to right a grievous wrong 
existing in the life insurance business, in 
which I am interested naturally, as this is 
my chosen vocation, and I should. like to 
see it elevated to the plane upon which it 
belongs. W. WITCHER KEEN. 
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